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TWENTY-FOURTH FINANCIAL STATEMENT 


MICHIGAN MUTUAL LIABILITY CO. 


DETROIT, MICHIGAN 
FISCAL YEAR ENDING DECEMBER 31, 1935 


This statement and all security and reserve valuations are prepared strictly in accordance with the conservative 
requirements of the Michigan Department of Insurance, hence are shown solely on a liquidation basis. 


ASSETS OR RESOURCES 


Cash § 643,465.82 
In Office and in Government Insured 
Banks. 


United States Government Bonds... 1.099,660.79 
Unquestionable National Obligations. 


Municipal Bonds 1,017,197.94 
Valued strictly in accordance with the 
rulings of the Michigan Commissioner 
of Insurance. 

Industrial Stocks (Market Value) 32,150.00 


Only highest grade Industrial Listed 
Stocks. 

Real Estate and Buildings 
Conservative official appraisal of our 
Home Office and Industrial Hospital. 


581,954.46 


Real Estate Investments - 197,945.71] 
Income Residential Properties either 
leased or sold on sound land contracts. 

Real Estate Mortgages 194,229.59 


First liens on conservatively appraised 
improved property only. 

Premiums in Course of Collection 931,254.17 
Chiefly for service yet to be rendered. 
Our bad account loss average is less 
than 1%. 

Bills Receivable 
Secured by deposits in Guarantee Re- 
serve Fund. 

Accrued Interest on Securities 


1,177.63 


14,652.96 


Sound values, but not yet received. 
TOTAL NET RESOURCES. .$4,716,689.07 


LIABILITIES AND SURPLUS 
Indemnities on Adjusted Claims..$1,359,239.75 
Reserved for Losses NOT YET DUE 
and computed as required by the 
Michigan Reserve Statute. 


Unearned Premiums . Jatiaecessucdacs. Ugh COPECO? 
Reserved for service YET TO BE 
RENDERED and computed as _ re- 
quired by Michigan Reserve Statute. 

Dividends Declared and Unpaid 147,983.11 
Reserve for dividends NOT YET 
DUE. 

Contingent and Other Reserves... 189,303.57 


Reserved for any possible future fluc- 

tuation in security values, or for un- 

presented unpaid accounts; including 

$100,000.00 VOLUNTARY ADDI- 

TIONAL RESERVE for any other 

possible contingencies. 
Total Liabilities a a cots cece 
Guarantee Reserve Fund.$ 306,624.48 
Perc Semee ...cscs- 1,142,671.27 


SURPLUS TO POLICYHOLDERS. . . . $1,449,295.75 


“Qur Dividends Are Yours” 
Total Dividends Declared $4,774,868.25 
Pure Surplus ........ 1,142,671.27 
Total Earnings (Divi- 
dends and Surplus) . . $5,917,539.52 
EINES. ooo8 3 bom ard oe eo eae $4.716,689.07 


TOTAL DIVIDENDS TO POLICYHOLDERS—$4,774,868.25 





A Record that Commands Respect . . . 
of Michigan Mutual Financial Strength . . . 


. . . . ~ / x . 
and of the efficiency of Michigan Mutual Super-Service .. . 


\ Record of which we are Proud . . . indicative, as it is. 
of the Soundness of Michigan Mutual Protection .. . 


all of which have gained for us the 


continued confidence of our thousands of policyholders. 


WORKMEN’S COMPENSATION — AUTOMOBILE — GENERAL 
PUBLIC LIABILITY — AND ALL OTHER CASUALTY LINES 


EVERY POLICY IS NON-ASSESSABLE AND DIVIDEND PAYING 


MICHIGAN 
LIABILITY 
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Mutual Fire Prevention En- 

gineering has been largely 

| responsible for the success te 
; of Mutual Fire Insurance in 

| providing the greatest pos- 

sible protection at the lowest 

cost. 


dap Jae Sees SFP in TO es 
SOR AN TRIE ET hee A Bee 4 
* C8) AOE Pe ee ee ha rnb ne r 








aT ele 


THE MILL MUTUALS 


F 
HAMA AAT Hii i HN WN 
NAA aA ATA HAMA Wt 
Michigan Millers Mutual Fire Insurance Co.......Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co......... Des Moines, lowa 
Millers Mutual Fire Insurance Co............... Harrisburg, Pa. 
i Millers Mutual Fire Insurance Co............ Fort Worth, Texas 
a 
E Pennsylvania Millers Mutual Fire Ins. Co....... Wilkes-Barre, Pa. 
Hs 
hg Millers Mutual Fire Insurance Association............/ Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co....... Indianapolis, Ind. | 
Western Millers Mutual Fire Insurance Co....... Kansas City, Mo. 
National Retailers Mutual Insurance Co............ Chicago, Ill. 
* ® + 


Z MUTUAL FIRE PREVENTION BUREAU 
2 230 E. Ohio St., Chicago, Ill. 
BG 


A service organization maintained by the Mill Mutuals. 
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Place your Fire, Automobile and 
Tornado Insurance through the 
Associated Lumber Mutuals 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


UJ 
x5 BY Va xo 
2 re we 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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THIS MONTH 


[NSTEAD of an editorial on Spring, 
which might have been easiest to 
write, we take a look at the controversy 
between stock insurance agents and 
the salaried insurance buyer, our con- 
tention being that a right of full choice 
is the most American way to handle 
the matter. © Getting deeper into the 
Mutual Standard Automobile Policy, 
the third article on the subject is pre- 
sented, with emphasis this time on ex- 
clusions and conditions. When the 
fourth article is published, the. com- 
pleted series will form a valuable dis- 
cussion for technical men in insurance 
offices, for solicitors, and others vitally 
concerned, to keep close at hand. ® 
Firebugs and their Nemisis, in the form 
of Fire Marshal Brophy of Brooklyn, 
are told about in the sprightly New 
Yorker style, and we give an additional 
bow of appreciation here for the per- 
mission to reproduce this excellent hu- 
man interest story. ® The matter of 
the non-assessable policy is’ entered 
into at some length, but, we think, with 
finality, in the Bunk of the Month 
pages. ® Getting back to the Spring 
theme, there are signs of that good 
season in the notes pages. 


* 
NEXT MONTH 


We hope to follow up the firebug 
article with another on the general 
subject of arson, giving not only more 
stories of how fires have started, but 
a study of why the fire-setter's mind 
works that way. ® Occupational dis- 
ease will be discussed again from a 
different angle. ® There will be an ac- 
count of current legislation, but read- 
ers can have a haven of refuge from 
politics in this Journal. We shall have 
no controversial mention of the cam- 
© Paign in these pages. 
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J. POSTLES HAMMOND 


Commissioner of Insurance 
State of Delaware 


Der mesnie Hammond was appointed to his position as head of the 
Insurance Department in his state in January 1935. He has organized his 
office with conspicuous success and is a welcome addition to the ranks of the 
National Association of Insurance Commissioners in which organization he is on 
the Committees of Social Insurance, Credentials and Codification of Rulings. 
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S a straight business proposition devoid of any 

sentiment, favoritism, or personal preference, an 

insurance company should not care from what 
source any good business comes. Ideally, the selling 
department and the underwriting department should be 
blind to all other considerations beyond cold facts and 
figures. Ideally, also, there should be no “special treat- 
ment”; no discrimination between a 
large customer and a smaller one; no 
features written into, or left out, of 
policies to accommodate competitive 
necessity; no action by brokers, or 
agents, designed to load up an insured 
with coverage he does not need; none 
of the unseemly practices of which, 
justly or unjustly, the insurance frater- 
nity is sometimes accused. 


Also there may be perfectly honorable 
traditions in the business which, how- 
ever well they may have suited their 
time, are said by modern critics to be 
necessarily on the way out to make room for more up- 
to-date methods. Yet if one wishes to engage in business 
according to the good old customs, it should be his priv- 
ilege to do so. And indeed such a procedure may be the 
wisest, the most profitable. and freighted with the most 
common sense. Certainly, the success of insurance gen- 
erally, through methods worked out in accordance with 
the results of long years of experience, may indicate 
that it is well to go slow in adopting radical innovations. 
The tried and true, though ancient in appearance, may 
after all be the most accurate guide. 

But this is not saying that those who wish to launch 
out into new fields should have obstacles put in their 
way. Forward looking minds should have their ideas 
treated with the same respect as those who point to the 
past for guidance. If experiments are made, it should 
be the part of no one to decry the new idea because it 
has unique features that may lead business into un- 
orthodox channels. Repression for the sake of hushing 
up any new note in insurance or any other commercial 
activity points toward stagnation, and stagnation leads 
to decay. 

All of this introductory, and perhaps burdensome. 
philosophy springs from the current news in many 
publications, that stock insurance agents’ associations 
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are bitterly opposed to the growing ranks of insurance 
buyers who are employed to purchase various coverages 
for their individual concerns. If this opposition were 
based on a program of presenting arguments that the 
agents can and do give the best and most adequate 
service, there could be no objection, of course, to their 
competitive activities, but the spirit of their retaliation 
is not that. What is in their mind is expressed in a 
significant sentence from an article in a recent issue of 
the American Agency Bulletin, which reads: “If they 
(the buyers) are permitted to operate unopposed, they 
may bring about a so-called “economic development’.” 
The word “permitted” illumines the whole purpose of 
the campaign of the organized stock agents’ world. So 
long used to a kind of petty dictatorship in their own 
local circles, they go forth now to impress their will on 
larger affairs and speak of what they will “permit” and 
will not “permit.” 

We would not presume to single out one word in an 
article, on which to make extended comments, did it not 
describe the arrogant procedure which has increasingly 
characterized certain sections of the stock agents’ group. 
Frequently of late they have si uught to bar others than 
themselves from writing any insurance in whole states 
by legislative enactment; they have repeatedly (until 
they found it useless) threatened business concerns with 
boycott if stock insurance were not carried; they have 
tried to influence Congress to shut out competition by 
denying certain companies the use of the mails; they 
have even told the companies they represent, in many 
instances, just what concessions shall be made and it 
seems they have often 
gotten away with it. The 
attempt to crack down 
on Insurance Buyers 
Associations is just an- 
other exhibit in a parade 
of neatly dressed up 
self-serving edicts — all 
of which must leave the 
conscientious agent in a 
state of jitters over the 
possible collapse of the 
whole agency idea if such 
tactics are continued. 

e .@ @ 

HE insurance buyer is not a new institution but 

Associations of Insurance Buyers are relatively a 
modern development. We hold no brief one way or the 
other, but do feel that it is important to point out that 
this is a free country and the purchasing of insurance 
should be allowed to go on ina free market. If a depart- 
ment store or a factory wishes to install a buyer of 
cotton, or flour, or coal, or poultry, this procedure is 
not yowled about as an infringement of American lib 
erty. Almost anything else can be bought from anyone, 
or from anywhere that a supply exists, but too long 
it has been regarded in some quarters as lese majesty if 
a concern with large interests casts about for insurance 
protection in any other direction than the immediate 
vicinity of the stock insurance agents. 

In one respect we may say, fervently, we hope the 
insurance buyers’ activities will increase. That is, as 
a public observer, it will be interesting to stand apart and 
watch the battle. From a sporting standpoint we can 
say with enthusiasm, ‘‘Go it buyer and go it agent, and 
may the best man win.” The insurance public certainly 
would be interested and perhaps pleased if, out of this 
controversy came an agency service which was one 
hundred per cent perfect ; and should this consummation 
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come about, the insurance buyers 
would have to be given credit at least 
for aiding to clean up a very messy 
situation. 


Meantime, we think the insurance 
buyer has somewhat of an edge in 
the present struggle. Employers have 
often found that such buyers actually 
have uncovered many evils in the in- 
surance business and, so far as their 
own firms are concerned, brought 
about substantial economies and im- 
proved service. In the practical bus- 
iness world such an achievement is 
a complete answer to critics. It may 
be that opinion and practice will 
swing back the other way, but this 
cannot be until the stock agents cease 
to regard themselves as sitting on a 
throne and attempting to administer 
insurance affairs with an imperial 
hand. The public wants insurance 
economy and insurance service of the 
highest type. Whether through agents 
or buyers, it should be a company re- 
sponsibility to cut through red tape 
and iron-bound traditions and regard 
first the best interest of the policy- 
holder. 

ee @ ® 


Competition By Vaccination 


P ey Insurance Field now adds 
to the merriment of the bus- 
iness world with the fantastic 

suggestion that prospects should be 

vaccinated agaist the possible effect 
of mutual insurance argument. Re- 
versing the usual process of immun- 
ization, the public is to be subjected 
to “pro-stock vaccine” applied appar- 
ently while the prospect’s attention is 
diverted by the basso profundo aria 
entitled “The Bulwark of Capital 
Stock.” If the proposed method is 
followed the vaccine, we presume, 
would be prepared by thoroughly 
macerating a well-developed case of 
stock propaganda and killing its viru- 
lent quality with formaldehyde. 

Whereupon, so many cubic centi- 

meters would be injected into, or 

otherwise applied to, a calf, or horse, 

(or perhaps for this purpose, a 

longer-eared equine) and the animal 

left to recover as it may. 





If the unfortunate beast survived 
after the feverish reaction set up by 
the dose of propaganda poison, then 
ivory points would be dipped into the 
animal’s blood serum and _ finally 
placed in the stock insurance agents’ 
field kit, to be applied to the left arm 
or leg of promising prospects who 
could be thrown and hog-tied for a 
period long enough to perform the 
necessary operation. It is realized 
that medically the above described 


(Continued on Page 26) 
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ABOUT 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Supervision as Viewed by 
Commissioner Boney 


COMMENTING ON THE RECENT EDI- 
TORIAL IN THE NATIONAL UNDER- 
writer on state supervision, Insur- 
ance Commissioner Dan C. Boney of 
North Carolina, had the following to 
Say: 

“T agree with Superintendent Pink that 
the insuring public reposes entirely too 
much confidence in the insurance depart- 
ments. It is a recognized fact that a 
capable business man before entering into 
any ordinary contract that may probably 
involve only a few hundred dollars not 
only considers it carefully himself but 
also has his attorney approve it; whereas, 
when he purchases a life insurance policy, 
which is probably the most important con- 
tract he enters, or a fire or liability con- 
tract, he usually relies entirely upon what 
is told him by the soliciting agent, and 
later when the policy is delivered he never 
reads it but puts it away in a safety de- 
posit box where it reposes until a claim 
arises. Whether this is just a psychologi- 
cal state of affairs or whether the public 
generally feels that the states are respon- 
sible for such contracts is hard to de- 
termine, but certainly it is quite apparent 
that the public in general does rely too 
strongly upon the supervisory department. 
“No department or official can prevent 














responsible officers from what amounts 
to stealing the funds of policyholders, 
which in my opinion has been largely re- 
sponsible for the few failures we have 
had recently and certainly much more so 
than the deflation of values. It is also 
true that the states in general are reluc- 
tant to appropriate anything like a fair 
share of the funds paid to such states by 
the insurance business to the up-keep of 
their insurance departments. For instance, 
in this state, and it is no different from 
others, we collect approximately $1,700,- 
000 annually by way of insurance taxes 
and license fees, while we only spend 
around $100,000. I think the gross pre- 
mium receipts tax has been quite gen- 
erally considered a general fund revenue 
measure, but the license fees alone would 
support most departments quite hand- 
somely as compared to their present budg- 
ets, and, of course, we all agree with 
you on the question of salaries. 

“I was one of those who at first felt 
that a central plant of supervision in 
Washington would bring about uniformity 
and better supervision, but the more 
have learned about the supervision in 
Washington, the more I feel that it would 
be almost disastrous to centralize super 
vision in the federal government. Not 
only has state supervision proven more 
satisfactory, but it affords the insuring 
public a great deal more service than people 
could ever hope to receive from Wash- 
ington. For example, my department, and 
I think most others are too, forced to 
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maintain an adjustment service which 
handles thousands of claims annually, 
usually small claims for the poor and 


ignorant who are unable to employ legal 
services and which has in my state proved 
a very valuable service both to the com- 
panies and to the insuring public, and 
which would be entirely lost with the 
centralized plan of supervision. 

“I feel that the National Association of 
Insurance Commissioners as a whole is 
composed of very able men and in recent 
years we have been able to work together 
with almost complete harmony which has 
brought about uniformity in supervision 
that has proved very beneficial.” 


New Superintendent for 
District of Columbia 


\PPOINTMENT HAS BEEN MADE OF 
J. BALCH MOOR OF BONUM, TEXAS TO 
the position of Superintendent of In- 
surance for the District of Columbia. 
He is to succeed John A. Marshall 
who will become director of unem- 
ployment compensation when funds 
are provided by Congress for admin- 
istration of the compensation act 
passed last year. 

Mr. Moor has had _ twenty-five 
years of experience in the insurance 
field mostly in Texas and other south- 
western territories. During the past 
year he has been in Washington serv- 
ing as an Assistant Deputy Admin 


istrator of the National Recovery 
\dministration, 
eo @ @ 


John Sharp Williams, Ill, 


Now Superintendent of 
Insurance in Mississippi 


SUCCEEDING J. H. JOHNSON, WHO 
RECENTLY RETIRED AS INSURANCE 
Superintendent of Mississippi to give 
all of his time to insurance agency 
work, the office has been filled by the 
appointment of John Sharp Williams, 
II1. The new superintendent is from 
Yazoo City, and has been manager 
of the Mississippi \ssociation of In- 
surance Agents. 

Practically all of the present In- 
surance Department personnel has 
been retained by Mr. Williams, in- 
cluding Mrs. R. R. Dinsmore, Sec 
retary to the Superintendent, Vance 
Clemmer, Mrs. T. M. Henry, Mrs. 
George D. Riley, and Deputy Fire 
Marshals E. E, Blount, J. D. Me- 
Donald and Fox Leigh. Mrs. Dixie 
Pigott also remains as Fire Marshal 
Department Secretary. 

Mr. Williams has long been prom- 
inent in insurance circles in Miss- 
issippi. Trained as an engineer at 
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Massachusetts Institute of Tech- 
nology, he later decided to take up 
insurance as a life work and has 
been thus engaged for nearly twenty- 
five years. He has often been called 
on to serve in public capacities and 
is a former president of the Insur- 
ance Commission of Mississippi. 


Insurance Census Progressing 


THE CENSUS BUREAU OF THE 
UNITED STATES GOVERN MENT HAVING 
to do with gathering business statis- 
tics is rapidly piling up a large 
amount of information at its Phila- 
delphia office. Data is received from 
more than four hundred major dis- 
tricts, each of which is being thor- 
oughly canvassed to secure the neces- 
sary reports concerning numerous 
items of the various companies’ ac- 
tivities. It is a policy to publish no 
figures for any classification unless 
enough individual reports are avail- 
able to make it impossible to single 
out the facts about any individual 
company. 

ee @ 


Changes In New York 


Department Personnel 


ROBERT N. ROSE, COUNSEL OF THE 
NEW YORK STATE INSURANCE DE- 
partment, has resigned to become 
Vice President and Counsel of the 
Ixcess Insurance Company of 
America. 

Superintendent Pink in making the 
announcement said: 

“Mr. Rose has done outstanding work 
as Counsel to the Department,” Mr. Pink 
stated. “He has written a number of im- 
portant opinions interpreting various pro- 
visions of the Insurance Law and has 
drafted many of the recent amendments 
to the Statute. His work on legislative 
matters has been highly constructive. The 
Department is sorry to lose his services.” 

Mr. Rose is a graduate of Fordham 
University, receiving the degrees of 
Bachelor of Arts and Bachelor of 
Laws from that institution. After 
several years in the practice of law 
he joined the staff of the Liquida- 
tion Bureau of the Insurance Depart- 
ment. In recognition of his ability 
former Superintendent of Insurance 
George S. Van Schaick appointed 
him Department Counsel on Decem- 
ber 15, 1933. He was reappointed 
by Superintendent Pink. 

In addition to his work as Depart- 
ment Counsel Mr. Rose was appoint- 
ed a Special Assistant Attorney Gen- 
eral by Attorney General John J. 
bennett, Jr., to conduct certain pend- 
ing certiorari proceedings involving 
the Department. 
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Plan to Stiffen New York 
Broker Requirements 


LEGISLATION INTRODUCED IN THE 
NEW YORK LEGISLATURE Is INTENDED 
to make it necessary for an applicant 
for a broker’s license to have a com- 
prehensive course in insurance in- 
volving at least sixty hours of study. 
It further provides that the applica- 
tion is to be filed with the State In- 
surance Superintendent at least one 
year prior to the taking of a written 
examination, which would make it 
necessary for anyone to make up his 
mind well in advance if he wished to 
enter the brokerage business. 


Premium Delinquencies 
Report No Longer 
Required by Utah 


AGENTS OF COMPANIES ACTIVE IN 
UTAH WILL BE ESPECIALLY INTER- 
ested in the following ruling: 


TO THE COMPANY ADDRESSED: 
Gentlemen: 
Some time ago this Department in- 


formed you that it was our desire to 
have all companies doing business in the 
State of Utah report premium delinquen- 
cles of any agent. For your cooperation 
in this regard may we express our hearty 
thanks. The delinquencies reported were 
recorded on the card file in this office of 
every agent concerned and the matter 
followed up by this Department. 

The reports that have come into this 
office indicate that definite things have 
been accomplished. Today the delinquen- 
cies reported amount to but twenty per 
cent of the amounts as first reported. 

Of late quite a number of companies 
have written asking if our ruling were 
still in effect and at the same time indi- 
cating that the preparation of these re- 
ports occasioned considerable work. We 
are of the detinite opinion that these 
reports have enabled us to correct a con- 
dition in this State that never should have 
existed and that the companies themselves 
have benefited most. Our investigations 
revealed the fact that the delinquencies in 
this State were not altogether the fault 
of the agents concerned. Laxity on the 
part of companies contributed to 
a great degree. Perhaps the reports have 
accomplished their purpose. Therefore, 
effective as of this date, may we inform 
you that these reports will no longer be 
required by this Department. 


some 


From this date on, when any company 


requests the cancellation of the license 
of any agent, reasons for such request 
will be required by this Department. Any 


violation of law or of company practices 
on the part of the agent whose licenses 
are presented for cancellation should be 
particularly noted. We feel that this in- 
formation will enable this Department to 
act more efficiently in the matter of qual- 
ifying and licensing agents. 

Will you kindly acknowledge 
of this communication ? 


receipt 


Very truly yours, 
E. A. SMITH, JR. 


Commissioner of Insurance 
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Agent’s Value to 
Policyholders 


A SIGNED ARTICLE BY WILLIAM S. 
CRAWFORD IN THE NEW YORK JOUR- 
nal of Commerce of February 25th 
gives an interesting slant on what 
the public is thinking about agency 
service. While mutuals cannot agree 
with the assumption that mutual rep- 
resentation, whether by agents or 
paid solicitors, does not give fully as 
high grade service to the policyholder 
as does the stock insurance agent, 
yet Mr. Crawford’s remarks on the 
dilemma in which stock companies 
find themselves furnish very illum- 
inating reading. He says: 


“Mutual competition is probably giving 
stock company officials and local agents 
more concern now than any other problem 
of the fire insurance business. Thousands 
of stock company men are giving earnest 
thought to effective methods of meeting 
it. The result is proposals of all sorts— 
attacks on the mutual system, analysis of 
the statements of individual mutual com- 
panies, proposals to write more classes 
through syndicates or pools at reduced 
commissions, comprehensive covers, which 
it is hoped will be attractive to assured, 
and any number of other plans. * * * 


“With some exceptions it may be said 
that mutual companies sell indemnity, plus 
company service on risks of certain 
classes, at a net cost, after return of 
dividends to the assured, which may be 
represented as 75c. The stock companies 
sell indemnity, plus company service on 
certain risks, plus agency service, at a 
price which, relatively to the mutual cost, 
1S $1. 

“In other words, approximately 25c 
of the stock company’s premium dollar is 
a charge for agency service. The fact 
that many assured do not recognize that 
this service is worth 25c out of a $l 
premium accounts for much of the drift 
of business to the mutuals. 

“The stock companies have built their 
business chiefly on the agency system. 
‘Their agency plants have cost them mil- 
lions of dollars to build and are worth 
millions to them in securing a volume of 
business and particularly in securing the 
very broad spread of risks. They cannot 
think of abandoning these agency plants 
and undertaking to do business on another 
plan. 

“Would it not appear, then, that the 
problem of the stock companies in meet- 
ing mutual competition is largely one of 
so reorganizing their agency plants that 
the agents will give a service which mem- 
bers of the public will more generally 
recognize is worth a quarter of the pre- 
miums they pay? 

“There are thousands of agents whose 
service is worth to assureds all it costs 
them and the assureds recognize that fact. 
There are other thousands whose service 
is not worth much, as they were appointed 
to get business regardless of whether they 
gave service or not. 

“There is no immediate prospect of any 
general elimination of unfit agents. One 
of them who is dropped by one company 
can get another to take his place within 
a week. Meanwhile the desirable business 
continues to drift to the mutuals. When 
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much of it has been lost, more stock 
companies may conclude that they will 
have to sacrifice some business getters 
who can not, or will not, earn their com- 
missions by giving the assureds the service 
for which they are paying.” 


Salaried Insurance Buyers 


THAT THE RECENT ACTIVITIES OF 
GROUPS OF INSURANCE BUYERS IN 
forming more closely knit organiza- 
tions has stirred certain portions of 
the insurance world deeply is evident 
from the comments of Secretary 
Frank B. Moses of the Pennsylvania 
Association of Insurance Agents 
concerning the work of the Risk Re- 
search Bureau. In a letter to the 
members of his association he said: 

“Insurance buyers in all parts of the 
country are urged to act in unison in a 
movement to remedy what are considered 
to be unsound practices and conditions as 
viewed by the representatives of large 
assureds,” 


Quoting from the American 
Agency Bulletin, the following ob- 
servations were also made: 

“The argument is advanced that this 
trend is a natural economic development 
which it is useless for the local agents 
to oppose. Please note, however, that the 
trend is being developed by salaried in- 
surance buyers who have their own best 
interests to serve. It is natural that they 
should set themselves up as _ sufficiently 
expert to replace the local agent and that 
they should justify their existence by 
showing their employer as great a saving 
as possible. If they are permitted to 
operate unopposed they may bring about 
a so-called ‘economic development.’ 

“But the local agents of this country 
are themselves a part of a great economic 
development and there is no good reason 
why they should surrender to a group 
that is endeavoring to replace them. The 
local agent has long since proved the 
value of his place in the insurance picture. 
There is no need to replace his and he 
will not be replaced if he will step up 
to bat and protect himself.” 


Thus, a continuation of this inter- 
esting controversy may be expected 
to be outstanding in the news of the 
insurance world from now on. 


Municipalities Must Pay For 
Auto Damages In Indiana 


A RECENT DECISION OF THE IN- 
DIANA SUPREME COURT UPHELD THE 
validity of a 1929 act which made the 
state, county, and municipalities 
liable for damages caused by their 
employees while driving automobiles. 
Thus it will be practically imperative 
that these taxing units take out col- 
lision, property damage, and other 
coverage on large numbers of cars 
used in the service of the public. 


CASUALTY 
NEWS - °° 


Revise Auto Liability Rates 


CHANGES IN THE RATES FOR AUTO- 
MOBILE BODILY INJURY LIABILITY 
for private passenger cars have been 
announced for a number of New 
Jersey territories. The revisions in- 
volve both increases and decreases in 
rates and are effective on all policies 
written after February 10th. 

Decreases range from $2.00 to 
$11.00, according to the territory and 
the size of the car. In announcing 
the rates it was emphasized that the 
cost of insurance is determined by 
the accident record in any particular 
locality and that the upward trend in 
automobile accidents must inevitably 
be reflected in higher rates. 


Unattended Automobile 


Clause 


A RESOLUTION HAS BEEN ADOPTED 
BY THE EXECUTIVE COMMITTEE OF 
the Inland Marine Underwriters 
Association which provides that the 
unattended automobile clause ap- 
pearing in the new personal effects 
policies may be waived on the pay- 
ment of an additional premium. The 
resolution reads: 

‘Resolved that effective as to pol- 
icies attaching on and after March 1, 
1936, it shall be optional for mem- 
bers to delete the unattended auto- 
mobile clause appearing in the new 
form of personal effects policy by 
use of the following endorsement and 
subject to additional premium of 
$10, irrespective of term; 

“In consideration of $10 addi- 
tional premium the following clause 
appearing in the policy under the 
heading This Policy Does Not In- 
sure, is hereby deleted ; 

“Except when in the custody of 
a common carrier; loss or damage 
caused by theft or pilferage of the in- 
sured property while left unattended 
in or on any automobile unless such 
automobile is equipped with a fully 
enclosed body, all windows and doors 
of which shall have been securely 
locked, and the loss be a direct re- 
sult of violent or forcible entry (of 
which there shall be visible evidence), 
but in no event shall this company 
be liable under this clause for more 
than 10 per cent of the total amount 
of insurance for which this policy is 
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written, nor for more than $250 in 
any one loss ; 

“All other terms and conditions 
remaining unchanged.”’ 


Proposes Standard Auto 
Policy as Basis for Rating 
Bureau in Penna. 


PROMULGATION OF A STANDARD 
\UTOMOBILE POLICY AS THE FIRST 
step toward the establishment of an 
automobile insurance rating bureau 
for Pennsylvania was recently an- 
nounced at a conference at Harris- 
burg called by Insurance Commis- 
sioner Owen B. Hunt. Kepresent- 
atives of mutual casualty companies, 
reciprocal inter-insurance exchanges 
and participating stock companies, 
both Pennsylvania and foreign, at- 
tended. A previous conference had 
been held for stock companies be- 
Pte to the National Bureau of 
Casualty and Stock Underwriters or 
subscribing to their rates. 

Under the standard policy it will 
be possible to compile accurate sta- 
tistics. With the variety of policy 
forms hitherto in use, no basis for 
statistics that would make a rating 
bureau possible has existed. 

“I*rom the opinion as it has been 
expressed at these conferences, it is 
evident that the desirability of estab- 
lishing a rating bureau as soon as 
possible is generally agreed upon,’ 
Commissioner Hunt said. “This 
bureau will, of course, be maintained 
by the companies directly under the 
supervision of the Insurance Com- 
iissioner. 

“Duplicate copies of all policies is- 
sued in this Commonwealth will be 
transmitted daily to the rating 
bureau, as will reports of all acci- 
dents. These reports will indicate 
the cause of the accident, the res- 
idence of the assured and the place 
of the accident. The bureau will 
prevent discrimination in premiums 
or in benefits payable between as- 
sureds of the same class. The stand- 
ard policy will make uniform court 
decisions possible, thus reducing the 
number of suits. This will enable 
reductions of premiums, relieving 
the policyholder of his share in the 
cost of adjudicating contested claims. 

‘The bureau will give the Insur- 
ance Department better control over 
the method pursued in settling claims. 

‘At present Pennsylvania is di- 
vided into fourteen territorial dis- 
tricts for automobile insurance, and 
pleasure cars are classified into three 
groups, according to the make and 





JOURNAL OF AMERICAN INSURANCE 







size of the vehicle. These divisions 
and classifications are antiquated. 
The territorial divisions literally go 
ack to horse-and-buggy times, when 
people could be expected normally to 
travel only short distances from their 
place of residence. The classification 
of premiums under which the owner 
of a heavy, high-priced car pays a 
higher premium is not justified by 
available statistics on frequency of 
accidents. 

“It is probable that after the rating 
bureau has collected sufficient infor- 
mation, the territorial divisions will 
be reduced to five or six, and the 
classification of cars will be abol- 
ished.” 


No Recovery Under Your 
Own Auto Policy 


THE SUPREME COURT OF ERRORS 
AND APPEALS OF THE STATE OF CON- 
necticut has denied the right of a 
named assured to recover for injuries 
suffered while his insured motor 
vehicle was being driven by another 
party with his express permission. 
In a portion of its opinion the Court 
said: 

“The word ‘others’ in the clause under 
which the company agrees to indemnify 
the named assured or any person operat- 
ing the car with his consent ‘against loss 
by reason of the liability to pay damages 
to others’ means persons other than the 
one invoking the protection of the policy, 
whether it be the named insured or one 
who is operating the car with consent.” 


Seek Free Choice of Com- 


_ panies to Insure Financed 
Autos 


AN ORGANIZATION OF AGENTS IN 
THE STATE OF MICHIGAN IS STARTING 
a campaign to “Save the Auto Insur 
ance Business” from the finance com- 
panies. 

The primary object of the new 
group will be to put before the pub- 
lic the idea that auto buyers should 
have a free choice of the companies 
in which they wish to place insurance 
and not be required, as is almost uni- 
versally the custom now, to turn over 
to the firm furnishing the money the 
coverage for purchased cars. The 
agents advise the use of Morris Plan 
banks and industrial facilities, for 
financing because these concerns 
have a liberal policy, charge no more 
than the finance companies, and do 
not keep a heavy hand of the choice 
of carriers. 
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Life Law in Arkansas 


TWENTY-TWO FRATERNAL INSUR- 
ANCE COMPANIES HAVE BEEN NOTI- 
fied by Commissioner U. A. Gentry 
of Arkansas that they must comply 
with the laws of that State govern- 
ing mutual legal reserve life insur- 
ance companies or cease doing bus- 
iness in Arkansas. 

This ruling was based on a deci- 
sion by the Arkansas Supreme Court 
in the case of Locomotive Engineers 
Mutual Life and Accident Insurance 
Association vs. George W. Vander- 
driff. The effect of the decision will 
be to require fraternal insurance or- 
ganizations to pay an eighteen dollar 
fee for filing annual statements, two 
dollars for renewal of authority to 
do business in the State, two and one 
half per cent premium tax, and to 
post a twenty thousand dollar bond 
or certify that one hundred thousand 
dollars has been placed on deposit 
with the insurance department of the 
State in which they are incorporated 
to guaranty payment of policy ma- 
turities. Agents of the companies 
will be required to pay an annual 
two dollar license fee. 

Commissioner Gentry pointed out 
that the law governing fraternal asso- 
ciations requires them to pay only a 
ten dollar fee for a certificate of 
authority to operate in the State, the 
filing fee, premium tax, bond, and 
agent's fee not applying to strictly 
fraternal organizations. 


Reductions in Plate Glass 
Rates Made by Bureau 


REVISIONS IN BOTH THE RATES AND 
MANUAL FOR PLATE GLASS INSUR- 
ance have been announced by the Na- 
tional Bureau of Casualty & Surety 
Underwriters. 

‘or the most part the revisions of 
basic rates were downward. Basic 
rates have been reduced 25% for 
plain showcases, 3343% for clamp 
showcases, 334% for shelves and 
counter desks, furniture and _ table 
tops and 334% for semi-exterior 
glass. Rates for glass in private pas- 
senger closed automobiles are now 
$3.00 per car instead of $5.00 per 
car, except in Mississippi, Arkansas 
and Louisiana, where they are $7.50 
instead of $12.50. Basic rates for 
interior glass, however, have been 
increased. 

Outstanding among the innova- 
tions in the manual is a directory of 
glass, which lists alphabetically all the 
known kinds of glass, and represents 
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the classification of each kind for 
rating purposes. “In the past,” the 
Bureau said, “many agents have been 
puzzled and confused by unfamiliar 
trade names of the various kinds of 
glass.” The new directory, it is felt, 
will eliminate this difficulty. 


American Mutual Liability 
Announces Personnel 
hanges 


\MERICAN MUTUAL LIABILITY IN- 
SURANCE COMPANY HAS ANNOUNCED 
three changes in personnel following 
the annual meeting of the Board of 
Directors, namely: Frank R. Mul- 
laney, new vice-president, in addition 
to being re-elected secretary ; Theo- 
dore ©. Nicholson as new treasurer, 
succeeding William H. Conway ; and 
Eugene L. Parker, new assistant 
treasurer. 

Mr. Mullaney, new vice-president, 
came with American Mutual in 1917 
as actuary; was elected assistant sec- 
retary in 1919 and secretary in 1927. 
ile is a charter member and fellow 
of the Casualty Actuarial Society. 

Mr. Nicholson, who also will serve 
as treasurer of Allied American Mu- 
tual and American Policyholders, 
came with American Mutual as 
comptroller in 1924 after being iden- 
tified for thirty years with the textile 
industry. He will continue as comp- 
troller. Since 1927 he has also held 
office as assistant secretary. 

Mr. Parker, new assistant treas- 
urer, joined American Mutual in 
1925 as collection supervisor, and 
was promoted to collection manager 
last year. He has been engaged in 
the insurance business, twenty years 
in connection with advertising, col- 
lection and accounting work. 

Mr.Conway, retiring treasurer, was 
one of American Mutual’s oldest em- 
ployees in point of service, having 
been with the company forty years. 
He was elected assistant treasurer 
in 1917 and treasurer three years 
later. 

Also three recent additions are an- 
nounced in the personnel of the Un- 
derwriting Departments of the Amer- 
ican and its affiliates, Allied Amer- 
ican Mutual Fire Insurance Com- 
pany and American Policyholders’ 
Insurance Company of Boston, Mass. 

Gregory T. Crisp, formerly of 
Crum and Forster in New York City, 
has been appointed Underwriting 
Manager, having general supervision 
of all casualty underwriting for the 
three companies. 
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Dr. J. Bruce Galloway, well known 
throughout New York and New Jer- 
sey for his work as medical, accident, 
and health director for several major 
insurance companies, as manager of 
American Mutual’s Professional Li- 
ability Department will have charge 
of all activities in connection with 
Malpractice Liability Insurance. Be- 
fore entering the insurance field he 
spent four years in hospitals in New 
York City. 

Ralph M. Teed, former chief un- 
derwriter with the Standard Accident 
Insurance Company in Newark, 
N. J., has been made Superintendent 
of Underwriting for the American 
Policyholders’ Insurance Company. 

ee @ 


George L. Mallery Elected 
President of Security Mutual 
Casualty 
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GEORGE L. MALLERY 

Now President of the 
Security Mutual Casualty 


\T THE ANNUAL MEETING OF THE 
SECURITY MUTUAL CASUALTY COM- 
pany on March 10th, George L. 


Mallery, formerly Vice-President and 
General Manager, was elected Pres- 
ident. The complete roster of the 
company’s officials follows: 

Chairman of the Board, John M. 
Chaplin; President, George L. Mal- 
lery; Vice-President, Thomas M. 
Coen; Treasurer, Wilfred W. Sher- 
man; Assistant Treasurer, James H. 
Bliss; Secretary, Francis E. Bald- 
win; Assistant Secretary, Albert L. 
Lettermann; Assistant Secretary, 
Joseph R. Fink; Assistant Secretary, 
Robert M. Moore. 
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Meeting of Insurance Division 
of the American Management 
Association 


THE ANNUAL CONFERENCE OF THE 
INSURANCE DIVISION OF THE AMER- 
ican Management Association will 
be held on May 11th and 12th at 
Chalfonte-Haddon Hall, Atlantic 
City. The date has been selected, 
according to Alvin E. Dodd, Execu- 
tive Vice President of the Associa- 
tion, in order to serve the conven- 
ience of those who attend the Na- 
tional Fire Protection Assn. meeting 
later in the same week. 

The making of the program is in 
charge of J. Albert Robinson, Insur- 
ance Manager of McKesson & Rob- 
bins, and Vice President of the 
American Management Association. 
Some of the subjects being suggested 
are, Trends in Revision of Codes, 
Possibilities of Legislation, Need for 
Comprehensive Policies,—and on the 
casualty side, Accident Prevention, 
Safety, and other projects looking 
toward the reduction of cost of 
compensation and liability coverages. 

An extension of the annual round 
table discussion will be a feature of 
one of the sessions, under the leader- 
ship of a number of men prominent 
in the insurance field. 

Life insurance subjects will enter 
into the program when group life 
coverages are discussed, especially 
in relation to the social security pro- 
gram as being worked out by the 
l‘ederal Government and by states. 


Life Companies Suggest Self- 
Insurance for Their Own 
Properties 


BECAUSE OF THE VAST AMOUNT OF 
PROPERTY NOW IN THE HANDS OF 
life insurance companies as a result 
of the depression there has been con- 
siderable agitation of late for self- 
insurance, or possibly the formation 
by the companies of a fire carrier 
solely to write such business. 

Life executives point out that their 
companies are well situated to carry 
their own risks since their properties 
are widely spread geographically and 
thus there is little or no conflagration 
hazard. Also the financial strength 

(Continued on Page 20) 
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FIREBUG 
CATCHER 


EXCERPTS FROM AN ARTICLE 


By ST. CLAIR McKELWAY 
REPRINTED FROM THE NEW YORKER 


USED BY PERMISSION 
COPYRIGHT 1936, BY F. R. PUBLISHING CORPORATION 


NE night in August, 1912, 
QO when Thomas Patrick Brophy 

was the Fire Marshal of 
Brooklyn, four men were getting 
ready to build a fire in a stable far 
out on Johnson. Avenue, in one of 
the more desolate sections of the bor- 
ough. That day the men had re- 
moved from the stable seven sound 
horses, which had been insured for 
two hundred dollars apiece, and had 
led into the stalls seven old, decrepit 
horses, all of them lame and one 
blind, which they had bought at auc- 
tion sales for three and four dollars 
apiece. The men laid the fire care- 
fully. They piled straw against the 
wooden walls of the stable and 
around and under the horses in the 
stalls. They poured kerosene oil 
over the straw and with sponges 
rubbed kerosene into the coats of the 
seven horses. There were no houses 
near the stable, which stood in the 
middle of a wide meadow, but to be 
on the safe side the men made an- 
other big pile of hay in the doorway 
so that anybody who might happen 
along would have to go through 
flames to get to the horses. They 
poured kerosene over that, and then 
they got out their matches. But this 
arson plot didn’t succeed, because 
Brophy had found out about it in ad- 
vance. He was hiding in the tall 
grass outside the stable, with seven 
assistant fire marshals, four firemen 
carrying fire-extinguishers, and a 
couple of police detectives. Two 
blocks away, Engine Company No. 
237 waited in an alley ready to rush 
to the stable. As soon as the first 
flicker of flame could be seen, 
Brophy fired his revolver twice into 
the air, which was the signal for the 
engine company to come on, and with 
his men closed in on the stable. The 
fire was put out, the horses were 
saved, and the four men went to 
Sing Sing. 

After reciting how Brophy finally 
rounded this fire gang, and telling 
of other similar instances the article 
continues: 
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Interesting Evidence of Its Origin Is Often Discovered in the Ruins of a Fire 


Brophy was able to be there, hid- 
ing in the meadow, because of noth- 
ing more complicated than his habit 
of going for long walks by himself, 
talking to people, trying to keep track 
of everything that was going on in 
Brooklyn. 


UST where Brophy fits into the 

scheme of civic evolution is a lit- 
tle uncertain. He might be catalogued 
as a sort of municipal freak, part 
fireman, part detective. The dis- 
tinguishing characteristics of both 
the Police and ire Departments may 
be observed in Brophy, which sug- 
gests that firemen and policemen do 
not represent two distinct species, as 
might be supposed, but must have 
sprung from some common source. 
He has a fire-alarm signal in his 
home, but wears neither boots nor 
helmet, and carries a gun. He goes 
to fires in a red automobile, with bell 
clanging, but never touches hose or 
ladder, and usually turns his back to 
the blaze and watches the crowd. 

The Bureau of Fire Investigation 
itself is an anomaly, built around 
Brophy. When Brophy took a civil- 
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service examination and entered the 
lire Department in 1907 as a young 
assistant fire marshal in Brooklyn, 
arson was a crime that usually fell 
halfway between the Police and Fire 
Departments, and lay there indefinite- 
ly, unsolved. The function of fire 
marshals was to inspect all fires and 
to find out which ones were incen- 
diary. They travelled about on 
streetcar or afoot, and usually did 
not get around to the scene of a fire 
until hours after-it had been put out. 
If a dwelling or a store appeared to 
have been saturated with kerosene 
and eyewitnesses had seen a man run 
from the place before the fire broke 
out, the chances were that the fire 
marshal would report that the fire 
was “suspicious,” but the task of 
catching the firebugs was usually left 
to the Police Department. After the 
Fire Department had thus dropped a 
case, and before the Police Depart- 
ment had picked it up, a good deal 
of time and enthusiasm was lost, 
and incendiarists, as a result, were 
seldom caught. 


Brophy had been a district reporter 
on Bennett’s Herald before he be- 
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came an assistant deputy fire mar- 
shal, and the idea of going to a fire 
after it was out seemed to him too 
ridiculous to be considered. There 
was no provision in the Fire Depart- 
ment budget for the rapid transpor- 
tation of fire marshals, so Brophy 
hought a motorcycle with his own 
money. Fle used to rush to fires as 
soon as an alarm was turned in and 
often got there before the engines. 
The fact that he did not have explicit 
powers of arrest did not bother him; 
he would follow up clues until he 
was sure of his man and then call in 
a policeman. He solved a number of 
cases of professional arson in his 
first few months on the job, and his 
work began to attract attention at 
lire Headquarters. \fter three 
years he was appointed Fire Marshal 
of Brooklyn. In a few more years 
it had become clear that something 
extraordinary would have to be done 
with the Brooklyn Fire Marshal. He 
had begun, by then, to arrive at fires 
not only before the engines but be- 
fore the alarm had been turned in, 
and several times he had nabbed in- 
cendiarists at the moment they ap- 
plied the match, as in the case of the 
stable fire. Brophy had also begun 


to study intelligently that singular 


type of city dweller known as the 
pyromaniac—the lunatic who sets 
fire to things for fun. He had in- 
stalled a cross-index system in his 
Brooklyn office in which were filed 
the names and peculiarities of all 
known pyromaniacs and people he 
suspected of being pyromaniacs. He 
had learned more about their habits 
than had been known before, and had 
caught a number of them. In 1915, 
Fire Commissioner Adamson decided 
that Brophy was the man to deal with 
the problem of incendiarism for the 
whole city. He abolished the fire 
marshals’ offices in the various bor- 
oughs and set up the Bureau of Fire 
Investigation, with headquarters in 
the Municipal Building. Brophy was 
given the new title of Chief Fire 
Marshal and a staff of twenty-eight 
deputies to assist him. He is a mem- 
ber of the Fire Department and his 
bureau is a branch of the Fire De 
partment. He may subpoena wit- 
nesses and take legal testimony, but 
when he decides that he has a prima- 
facie case against somebody, he calls 
in a policeman to make the formal ar- 
rest. In every other way, Chief Fire 
Marshal Brophy acts like a detective 
rather than a fireman, and the Bu- 
reau of Fire Investigation is like a 
branch of the Police Department 
rather than a branch of the Fire De- 
partment. 
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HE idea of searching for poten- 

tial firebugs and embryonic pyro- 
maniacs in a city of this many mil- 
lion people makes a_needle-in-hay- 
stack hunt seem about as simple as 
a two-handed game of who’s-got-the- 
button. No other type of criminal is 
as hard to catch as a professional 
firebug, who burns up buildings in 
order to collect insurance. If he is 
an expert and does his job well, all 
of what might be evidence against 
him is destroyed by the blaze he sets 
off. He does not have to be in the 
building when the fire breaks out. 
He can light a candle and fix it so 
that he will be blocks away by the 
time it burns down and ignites a 
bundle of oiled rags. He can use a 
piece of Chinese punk and a little 
gunpowder, and be in Philadelphia 
when the blaze starts. Or, having 
wired the doorbell of the place so 
that it will start the fire, he can call 
up Western Union and get a boy to 
go there and ring it. The pyromaniac 
is even harder to catch than the pro- 
fessional firebug. No rational motive 
is involved, only an insane whim. 
Yet the pyromaniac is cunning, and 
often his intelligence has been pol- 
ished by good breeding and higher 
education. These are the two types 
of townspeople that Brophy tries to 
keep ahead of. 

Brophy is a practical man rather 
than an imaginative one, and his out- 
look is prosaic in the extreme. To 
begin with, he treats the largest 
metropolis in the world as if it were 
a village. He worries about New 
York. Street by street and section by 
section, the city troubles him, and 
sometimes he grows anxious about all 
five boroughs at the same time. He 
goes about his work not so much with 
enthusiasm as with a grim, almost 
morbid determination. He has what 
would have been called, a generation 
ago, a sense of moral responsibility. 
He is shocked and outraged by a 
crime which endangers, and often 
takes, human life. When a case of 
professional arson is discovered, he is 
genuinely indignant. He is a Cath- 
olic, and a devout one. He is one of 
those Irishmen whose eyes glisten 
perceptibly when they say “mother” 
or “little child.” He does not sleep 
well or with any regularity. He is 
always getting up and going out at 
night to make sure everything is all 
right. He rides to the district that 
is bothering him, leaves his car at a 
firehouse, and walks around by him- 
self for hours at a time, seeing how 
things look, making a note now and 
then in a little book he carries in his 
vest pocket, talking to people—store- 
keepers, bartenders, taxi-drivers, the 





policeman on the beat. Sometimes 
on these informal excursions he is 
following a tip, some bit of informa- 
tion he or his deputies have picked 
up somewhere, but usually when he 
leaves his home in Brooklyn after a 
few hours’ rest and rides to some dis- 
tant neighborhood in Manhattan or 
the Bronx or Queens, it is merely 
because that neighborhood has been 
on his mind and he wants to look 
it over. 

Brophy has walked up and down 
nearly every sidewalk in New York 
at one time or another. He carries 
in his mind a picture of the whole 
city as graphic and full of detail as 
the picture most New Yorkers have 
of the block they live in. In his fire- 
alarm signal books (one at his office 
and another at home), he has written 
down the names and telephone num- 
bers of at least one resident for every 
fire-alarm box in the hazardous dis- 
tricts of the city, so that when an 
alarm comes in he can call up that 
person and get quick first-hand in- 
formation about the nature of the 
fire, often before the fire engines get 
there. He maintains a speaking ac- 
quaintance with hundreds of people 
besides—two or three, perhaps, in 
every square mile of the city—and 
through them keeps abreast of a 
great deal of what is going on in all 
the hundreds of neighborhoods. If 
there has been a suspicious-looking 
fire in the garment district, Brophy 
is extremely likely to know whether 
the firm whose stock was destroyed 
had been doing well, or whether it 
was in such bad shape that its propri- 
etors were desperate. He knows a 
good deal about business conditions 
in general—how things are going 
with manufacturers of women’s hats, 
for instance, and which of the ware- 
houses down on the waterfront are 
packed with perishable goods that 
owners will never be able to sell. His 
cross-index of pyromaniacs now 
covers all five boroughs, and _ filed 
away in it are case histories of some 
four hundred known pyromaniacs, 
and the names and peculiarities of 
several hundred other people who he 
suspects are pyromaniacs who have 
never been caught in the act. 

Brophy and his deputies check up 
on all these people discreetly and sys- 
tematically, and when suspicious fires 
break out in Brooklyn or Queens or 
the Bronx or on Manhattan Island, 
the search for the person who applied 
the torch becomes a great deal easier. 
And there is always the possibility 
that Brophy may find out that a pro- 
fessional firebug has been hired to 
set fire to the clothing store or the 


(Continued on Page 17) 
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Just Another Auto Accident in the records, but a tragedy to some family. 


THE MUTUAL STANDARD AUTOMOBILE POLICIES 


N a separate section of the pol- 

icy, under the caption, “Exclu- 

sions”, are brought together all 
of the conditions under which the in- 
surance afforded by the policy does 
not apply. It is no longer necessary 
for the insured to examine his entire 
policy to find the exclusions. The 
exclusions appear in separate par- 
agraphs. If a paragraph is not ap- 
plicable to the policy in its entirety, 
the specific coverages of the policy to 
which the exclusion is applicable are 
stated. 

The exclusions are introduced by 
the statement, “This policy does not 
apply.” The exceptions to the insur- 
ance are, therefore, not exclusions of 
coverage afforded by the policy. Un- 
der the conditions set forth in the ex- 
clusions insurance never attaches. 

Exclusion (a) is an exclusion ap- 
plicable to all automobile insurance. 
The language of the national stand- 
ard liability provisions has been 
adopted. This exclusion applies to 
all coverage afforded by the policy. 

Exclusion (b) combines two pro- 
visions. The first provision is ap- 
plicable to all automobile insurance 
and follows the national standard 
liability policy language. The second 
provision relates to all of the insur- 
ance afforded by the basic policy. 
Therefore, these provisions were 
combined and made applicable to the 
entire policy. The purpose of the 


first provision is to enable a company 
to maintain control over the selection 
of its business. The second provision 
is to exclude a hazard not included in 


By ELMER W. SAWYER 


ASSISTANT GENERAL COUNSEL, 
LIBERTY MUTUAL INSURANCE COMPANY 


PART III. 
The Basic Policy 
( Continued ) 








This is the third article of the 
series of Judge Sawyer on the new 
standard mutual provisions for auto- 
mobile policies. The first sketched 
the background of the new provi- 
sions and the steps by which they 
were evolved while the second took 
up the Declarations and the Insuring 
Agreements. Copies of the January 
and February issues containing the 
first two installments can be secured 
by writing to the Journal of Amer- 
ican Insurance. 




















any standard automobile property 
coverage. 

Exclusion (c) sets forth conditions 
with respect to which insurance ap- 
plies only under Coverage G (Com- 
bined Supplementary Coverages). 
Because Coverage G specifically in- 
sures against the hazards described 
in the exclusion, it is necessary to 
confine the application of this exclu- 
sion to coverages other than Cover- 
age G. 

ee @ 


HE age limitation applicable to 
the operator of the automobile, 
and the exclusion of use of the 
automobile in races and speed tests, 
has been revised to agree with the 
national standard liability provision. 


To exclude coverage, the operation 
must be in violation of a state, fed- 
eral or provincial law. Violation of 
a local ordinance does not defeat the 
insurance. Unless the race or speed 
test is prearranged, this exclusion is 
inapplicable. In the past this exclu- 
sion has frequently been made ap 
plicable to the entire policy (see 
Texas Basic lire and Theft lorm 
in which the exclusion is applicable 
to the fire and theft coverages). 

exclusion (d) of the mutual 
standard policy makes these pro- 
visions applicable only to those 
coverages which relate to operation 
—the ¢ollision coverages. 

Exclusion (e), which is applicable 
only to the collision coverages, ex- 
cludes damage to tires from any col 
lision which does not otherwise dam- 
age the automobile. Damage to tires 
due to contact with the road, pinch- 
ing, or any other cause except a col- 
lision which damages the automobile, 
is not insured. 

Exclusion (f) has been consider 
ably revised. The corresponding ex 
clusion of the standard policy (see 
the Texas Basic Fire and Theft pol 
icy in which the exclusion appears in 
both Coverage D-1 and Coverage 
D-2) is as follows: 

aly excepting by any person or 
persons in the Insured’s household or in 
the Insured’s service or employment, 
whether the theft, robbery or pilferage 
occurs during the hours of such service or 
employment or not, and excepting by any 
person, or agent thereof, or by the agent 
of any firm or corporation to which per- 
son, firm or corporation the Insured, or 
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any one acting under express or implied 
authority of the Insured, voluntarily parts 
with title and/or possession, whether or 
not induced so to do by any fraudulent 
scheme, trick, device or false pretense; 


\ further exclusion also appears 
in the standard policy which reads 
as follows: 

“This policy does not insure against the 
wrongful conversion, embezzlement or 
secretion by a mortgagor, vendee, lessee 
or other person in lawful possession of the 
insured property under a mortgage, con- 


ditional sale, lease or other contract or 
agreement, whether written or verbal.” 
Presumably the last phrase has 


retained through a confused 
understanding of the meaning of the 
word “verbal.” “Written or 
is probably what is intended. 


been 
oral” 


ee @ @ 

| N the comparable exclusion of the 

mutual standard policy, [Exclu 
sion (f), no reference is made to 
theft, robbery or pilferage by per 
sons in the insured’s household. Cover- 
age of this hazard is afforded by the 
policy. The exclusion is condensed 
to “loss from theft, wrongful con 
version, embezzlement or secretion 
by any person in lawful possession, 
or by any person having custody of 
the automobile under any contract 
or agreement.” 

The second provision of Exclusion 
(f) relates to the loss of tools or re 
pair equipment. Such 
cluded unless the 
is stolen or wrongfully cony 

Exclusion (4 


loss is ex 
automobile 
erted 

) applies only to the 
coverage oft the Tornado, Cyclone, 
Windstorm, etc., hazard and to the 
Combined Supplemental Coverages 
It is the customary limitation upon 


entire 


s 


such coverages to exclude types « 
which the not in 
tended to cover 

\ comparison of the mutual stand 
ard exclusions with those of a stand 
ard policy will that 
tinct improvements have been made: 


le SS 


insurance is 


show four dis 


1. All exclusions are segregated and 
logically grouped. 

2. Unnecessary conditions have been 
omitted. 

3. Limitations which have for years 
been a part of the exclusions have been 
dropped in order to afford broader cover 
are 

4. The method of statement has been 


clarified 

By the adoption of the language 
of the national standard liability ex 
clusions wherever possible, and by 
the the exclusions, 
this section of mutual standard 


segregation of 


the 


policy combines perfectly in a com 
bination policy without duplication of 
be noted, if 
compared with 
the Texas basic policy, that Texas 
has adopted almost 
the language of the national stand 


provisions. Tt should 
these exclusions are 


verbatim some of 
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ard liability exclusions in lieu of the 
standard property policy exclusions. 
ee @ 


CONDITIONS 


N the preparation of the mutual 

standard conditions, the  lan- 
guage of the national standard li 
ability provisions was used without 
change whenever possible. There 
were two reasons: 1. The language 
was regarded as satisfactory. 2. No 
change or duplication would be nec- 
essary for a combination policy. 

The standard fire and theft policy 
as adopted by Texas contains twenty 
two conditions. The mutual standard 
policy contains only sixteen. By com- 
bination and elimination it was pos- 
sible to drop six of the conditions. 
The sixteen which appear in the mu 
tual standard policy have been sim- 
plified, and in several instances 
broader rights have been given the 
insured. Space will not permit a 
detailed analysis of the conditions. 
Therefore, only the changes of par- 
ticular interest and the omissions will 
be mentioned 

The part of Condition 4 which re 
lates to appraisal is not as originally 
drafted and, it is hoped, is a tem- 
porary statement. Because the stat- 
utes of not create 
jurisdiction in courts to appoint ap- 
under automobile fire and 
theft policies, the provision authoriz- 
ing a court to appoint a referee when 
the parties cannot not 
work well in the event of contro 
versy. The committee desired a more 
satisfactory arrangement. 

The original draft gave the right 
to the commissioner or superintend- 
ent of insurance of the state in which 
the appraisal was pending to appoint 
the referee in case of disagreement. 
The thought was’ that, because in 
most cases the aid of the insurance 
department is sought to resolve the 
better Way could be 
found than to allow the department 
to resolve such disputes by appointing 
the referees. It was also believed 
that because the failure of the com- 
pany to agree with its policyholder 
would y come to the at- 
tention of the department, no com 
pany would stall upon its obligations. 

The adoption of the provision was 
temporarily abandoned because it 
was found that certain of the insur 
ance departments were hesitant about 
assuming such power. The provision 
of the mutual standard policy is an 
improvement ove: the standard pro- 
vision, but it* is doubtful if it will 
the event of 


most states do 


praisers 


agree does 


deadlock, no 


necessarily 


work satisfactorily in 


See the concluding paragraph of this 
article, 





the refusal or neglect of either party 
to name three disinterested persons 
It is hoped that the permanent com 
mittee may be able to persuade the 
insurance departments of the sound- 
ness of the method first suggested. 


I [ should also be noticed that in 
. Condition 4 the time of payment 
has been reduced from 60 days to 30 
days after proof of loss has been 
made. The committee found that in 
nearly all cases in which recovery 
of a stolen automobile was made, the 
recovery Was within 30 days after 
the theft. Therefore, there seemed 
to be no good reason for holding 
money due the insured 60 days as 
is permitted by the standard policy. 

In Condition 6, (Action Against 
Company), the full compliance by 
the insured with all the conditions 
of the policy is made a condition 
precedent to suit against the com- 
pany. This provision was inserted 
in lieu of a specific defeasance or 
forfeiture condition. 

The conditions of the standard 
policy relating to fraud and to stat 
utes in conflict with the provisions of 
the policy were omitted for the same 
reason which led to the omission of 
these conditions from the national 
standard policy—they simply state 
rules of law which are equally effec- 
tive without incorporation in the 
policy. 

The cancellation condition is the 
same as in the standard public li- 
ability provisions. It should be under- 
stood that the policy may be cancelled 
by mutual agreement or in any other 
way in which a contract may be 
legally terminated. This condition 
prescribes a way in which the policy 
may be cancelled at the pleasure of 
either party. 

Condition 14, for Which 
Carrier or ailee for Hire Is Liable), 
is a radical departure from the stand- 
ard policy. The provision of the 
standard policy is as follows : 


(loss 


“This Company shall not be liable for 
loss or damage to the automobile while in 
the possession of a carrier and/or bailee 
for hire under a contract, stipulation of 
assignment whereby the benefit of thi 
insurance is sought to be made availabk 
to such carrier and/or bailee. Where loss 


or damage occurs for which a carrier 
ind/or bailee may be liable and which 
would otherwise be covered hereunder. 


this Company will advance to the Insured 
by way of loan the money equivalent of 
uch or damage, which loan shall in 
no circumstances affect the question of 
this Company’s liability hereunder and 
shall be repaid to the extent of the net 
imount collected by or for account of the 
Insured from the carrier and/or hailee 
after deducting cost and expense of col 
lection.” 


The reasons for this provision are 
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nue uaa’ Ms dec nae ae PORTIONS OF PROPERTY FORM SECTION OF MUTUAL 
3 inally < 1 ae a e it was 

F customary to ship automobiles by rail STANDARD AUTO POLICY HAVING TO DO WITH 
e or by boat to a much greater extent EXCLUSIONS AND CONDITIONS 

than now. Bills of lading frequently 
contained agreements which relieved 
the carrier of the results of negli- 
gence by making the insurance on — 
p o This policy does not apply EXCLUSIONS 


the aut mobile av ailable to the Cal (a) While the automobile is used in the business of demonstrating or testing, or as a public or is | conveyance, or for car- 
rier Hence the above quoted pro- rying persons for a consideration, or while rented under contract or leased, unless such use is specifically declared and described 
: in ray Yeon and premium charged therefor; 
f the interest of the insured in the automobile is or becomes other than as stated in this policy without the written con- 
se by ie the company; or to robes, wearing apparel and other personal effects; 







































































not so pressing as when it was orig- 


(See Text of Article for Explanation) 


vision. It is believed that with a 


lessened need tor such a policy pro- (c) Under Coverages A, B, C, D, E and F, to loss caused directly or indirectly by invasion, insurrection, riot, civil war or 

agit - - commotion, military, naval or usurped power or by order of any civil authority; 
vision the simple statement cc mtained (d) Under Coverages D and E, while the automobile is operated by any person under the age of fourteen years, or by any 
? person in violation of any state, federal or provincial — as to age applicable to such person or to his occupation; or by any 


j ‘oO ( i io ai acco ) is > person in any prearranged race or competitive speed te: 
in ( n liti n I 1 W ill aCe my lish the (e) Under Coverages D and E, to damage to any tire cline caused by an accidental collision or upset of the automobile which 


same result - causes other damage to the automobile; 
° ~ = (f) Under Coverages B and C, to loss from theft, wrongful conversion, embezzlement or secretion by any person in lawful 
\ cC mM parise mm oft the Cc yndit Wns possession, or by any person having custody of the automobile under any contract or agreement; or to loss from the theft, rob 
3 ° - bery, pilferage or wrongful conversion of tools or repair equipment unless the entire automobile is stolen or wrongfully converted; 
herewith repre xluced with a standard (g) Under Coverages F and G, to loss caused by rain, sleet or snow, or by the rise or fall of normal tides 
De 7 or . > . . , CONDITIONS 
p slic y W ill disc lose the me the ds by 1—NOTICE OF LOSS In the event of loss the insured shall * immediate notice in writing to the company or any of its 
W hich the ce ynditions of the mutual authorized agents. In the event of theft, robbery, pilferage or wrongful conversion the insured shall 


also give immediate notice thereof to the police 


standard policy have been simplified 2—PROOF OF LOSS Within sixty days after loss, unless such time is extended in writing by the company, the insured 
. shall render a signed and sworn statement to the company, stating the place, time and cause of the 


in statement, liberalized in the in- loss, the amount of loss, the interest of the insured and of all others in the automobile, all encumbrances thereon, and all other 
e ° insurance, whether valid and collectible or not, covering the automobile; and as often as required, the insured shall submit to 
terest ot the insured and arranged examination under oath by any person named by the company and subscribe the same, and shall produce for examination all 
° P ° 5S books of account, bills, invoices, and other vouchers, or certified copies thereof if originals be lost, at such reasonable place as 

to ce ynbine with the natic ynal stand- may be designated by the company, and shall permit extracts and copies thereof to be made. 
: *4° ss 3—PROTECTION OF SALVAGE In the event of any loss whether insured against hereunder or not, the insured shall pro 
ard liability provisions. tect the property from other or further loss, and any such other or further loss due directly 


or indirectly to the insured’s failure to protect shall not be recoverable under this policy. Any such act of the insured or the 
company or its agents in recovering, saving and preserving the property described om shall be considered as done for the 
ra e +e benefit of all concerned and without prejudice to the rights of either party, and where the loss suffered constitutes a claim under 
this policy, then all reasonable expenses thus incurred shall also constitute a claim under this policy, provided, however, that the 
company shall not be responsible for the payment of a reward offered for the recovery of the property unless authorized by the 


company. 
THE COMBINATION POLICY 4—APPRAISAL, REPAIR, In case of loss under this policy and a failure of the parties to agree as to the amount of 
REPLACEMENT, loss, it is mutually agreed that 4 amount of such loss shall be referred to three disinterested 
| | R( [ ie | 1 I _—_ | ui uel 5] ‘ ABANDONMENT persons for appraisal, the com and the insured each ommayy Rens out of three persons to be 
XO 1 | these articles named by the other, and the thi being selected by the two so chosen; the award in writing by 
: ] aha | , been |: ° | l . a@ majority of the referees shall be final and conclusive upon the parties as to the amount of loss or damage, and such refer- 
€ mp 1aS1IS Nas peen tat u| on that ence unless waived by the parties shall be a condition precedent to any right of action in law or equity to recover for such loss; 
aaieil ¢ 1} . - 1 ‘. pa ae a l but no person shall be chosen or act as a referee against the objection of either party, who has acted in a like capacity within 
part ot the mutual ¢ om] yamles stand- four ——. Each referee shall be paid by the party selecting him and the expenses of appraisal and of such third referee shall 
necsants i sania 4 aide be paid by the parties equally. 

al dizat 1on plan ar SIS TIC d to pe rnut The —— shall have reasonable opportunities to examine the automobile, upon which loss is reported, before repairs are 

tl » - teer;: ti f | > ] neta li — undertaken or physical evidence of loss removed. 
le integration O the ASIC POIIC \ The company shall not be held to have waived any of the terms of this policy or any forfeiture thereof by any require- 
| tl ode ti ‘a | t: lz a 1 aut ment, act, or proceeding on its part relating to the appraisal, or to any examination provided for herein; and the loss shall in 
with le Nationa standar¢ automo- no event become payable until thirty days after the notice, ascertainment, estimate and verified proof of loss herein required 


: : _ . ve iv % i s d, : ft yard has bee b 
bile pe llicy. Hi yw successi ully the | by the company, and if appraisal is demanded, then, not until thirty days after an award has nm made by 
tw ) li ~ . I Nees. an b > aANpre- he company may, at its option, either repair or replace any part or all of the property upon which loss is claimed or pay 

W v | ohe1es combine can ( ap| re to the insured in money the full amount of such loss as determined in accordance with the provisions of this policy, subject, 
ciated only by an examination of the vag Sok ga if any, as may be applicable thereto. There can be no abandonment to the company of any prop- 


mutual stan lard con ibinat 10n pe slic y S—-ASSISTANCE AND CO. Whenever requested by the company the insured shall assist in the recovery of property described 
° o ° “4 OPERATION OF THE herein either by means of pooner proceedings or otherwise, in effecting settlement, securing 
an 1 a i 1n] arison of it wit h a stand- INSURED and giving evidence, obtaining the attendance of witnesses and prosecuting suits to such an extent 
. A ° and in such a manner as is deemed desirable by the company, and the company shall reimburse 

ard cc mmbinat 1on pr licy. the insured for any expense, other than loss of earnings, incurred at the company’s request. 


Space ry rm ‘ ‘tailed 6—ACTION AGAINST No action shall lie against the company unless, as a condition precedent thereto, the insured shall have 
Space will not permit a detailed COMPANY fully complied with all the conditions hereof, nor until the amount of lose shall have been finally 


1 j 7 > e mati wy determined in accordance with the provisions of condition 8, nor unless suit is instituted within two 
isc ussion o| the combination policy. years and one day next after the happening of the loss 
| he se who are familiar with the na- 7—OTHER INSURANCE i Ge Seen’ Se ag jnoumenes _saeinst a — Ppa yh by te Policy, ite omoune rT ast be 
. . 2 1: . liable under this icy for a gre such loss than the applicable limit of liability 
tional stanc lat d liabilit V pe icy and expressed in the declarations bears to the total applicable itmi fimit a f ilawhity of of all valid and collectible insurance against such loss 


ave eNX: ine > aCI1C . 8—LIMIT OF LIABILITY The company’s limit of liability with respect to the automobile shall be the actual cash value of 

who have : Xamiine d the basic mutual the property damaged, destroyed or stolen, at the time such loss occurs, or the cost of its suitable 
standard pe yjicy will easil y recognize repair or replacement not in excess of such value, and loss shall be ascertained or estimated accordingly with roper deduction 
: : - ea 5 F for depreciation however caused and without compensation for loss of use, and shall in no event exceed the limit of liability, 
the minor changes which are neces- if any, stated in item 3 of the declarations. In the event of a loss covered wnder this policy the full amount of such loss shal! 
5 be determined by ascertainment or estimate between the parties hereto, or if they differ, then by appraisal as herein provided 


sary to cf mbine the two p< licies. 9—SUBROGATION In the event of any payment under this policy, the company shall be oubrogeted to all the insured’s rights 

These changes are for the most part be necessary to mma," ‘or and the insured shall execute all papers required and shall do everything that may 

Cc dite ir i il and do no in oly e changes 0 ee ee DEFINED Except where specifically stated to the contrary, the word “automobile” wherever used.in this 

| > t ie TWO OR MORE policy shall mean the motor vehicle, trailer or semi-trailer described herein, and its equip 

in subste ince. | ossil | V the onl ¥ Te- AUTOMOBILES poe When — or =e automobiles are insured hereunder, the terms of this policy shall 
» / apply separately to eac 


(quire d hange W hic h would not be 11—CANCELATION aus policy —~ be Farrage A Rag inn oma by poling written notice Fe company en bom 
gon ales ee : » obec > ¢ > ereafter such cancelation sha’ effective, in which case the company shell, u mand, refund the 
reat lily obse rve d 1S the . hange made excess of premium paid by such insured above the customary short rate premium for the expired turm. This policy may be can- 
in the definit ic mn ¢ f out ymobile ” In celed by the company by mailing written notice to the insured at the _— shown in this policy stating when not less than 
) c : five days thereafter such cancelation shall be effective, and upon demand the company shall refurd the excess of premium paid 

the ce ym ‘Nnatic nN 7 jlicy the we yrds vy such insured above the pro rata premium for the expired term. The mailing ‘a one as aforesaid shall be sufficient proof 
. I s of notice and the insurance under this policy as aforesaid shall end on the effective date and hour of cancelation stated in the 

“and its eC ul ment which appear notice. Delivery of such written notice either by the insured or by the company shall be equivalent to mailing. The company’s 
* | | ’ . | | ’ check or the check of its representative similarly mailed or delivered shall be a sufficient tender of any refund of premium due 


j > acir ‘cy are retaine to the insured. If required by statute in the state where this policy is issued, refund of premium due to the insured shall be 
In i, he basic pr slic y , are retaine d. tendered with notice of cancelation when the policy is canceled by the company and refund of premium due to the insured shall 
The language of ce ymparal ile pro- be made upon computation thereof when the policy is canceled by the insured. 
+ + S wait” ie ; 12—CHANGES No notice to any agent, or knowledge possessed by any agent or by any other person shall be held to effect 
Visions being 1¢ lent 1¢ al, suc h pro- a waiver or change in any part of this policy nor estop the company from asserting any right under the terms 
“5 E nal : . x i of this policy; nor shall the terms of this policy be waived or changed, except by endorsement issued to form a part hereof, 
Visions appear once in the combina- signed by an executive officer of the company 
ti licv e ity 7 > basic 13—ASSIGNMENT No assignment of interest under this policy shall bind the company until its consent is endorsed hereon; 
on I olic y = onditi 1S ot the | asi if, however, the insured shall die or be adjudged bankrupt or insolvent within the policy period, this - 
| 0] Icy which di ffer from the cr yndi- cy, unless canceled, shall, if written notice be given to the company within thirty days after the date of such death or adjudi 


5 = : es : tion, cover the insured’s legal representative during the unexpired portion of such period. 
tions of the standard liability policy 14—LOSS FOR WHICH CARRIER OR The insurance afforded by this policy shall in no event inure directly or indirectly to 
bece me additic nal ni niditic nS The AILEE FOR HIRE IS LIABLE the benefit of any carrier or PP ons bailee for hire. 

. ‘ * . A z. I spree By acceptance of this policy the insured agrees that the statements in the declarations are his agree- 
declarations of the cc mnbinatic mn pol- ments and representations, that this policy is issued in reliance upon the truth of such representations, 
; . aa ‘ and that this policy embodies all agreements existing between himself and the company or any of its agents relating to this 
icy do not materially differ. I-xclu- insurance. 

° rd . "a: . ‘or J . CONDITION i i iti X 
sions of the basic pe icy which di fer 16—ML _— € DITIONS [Each company should insert its own mutual conditions.] 
f a tl we f tl li: | ili : li veh In witness whereof, the Blank Mutual Fire Insurance Company has caused this policy to be signed by its President and 
rom 1OSE€ 0 4 K 1aD1 ity po 1 \ a] : Secretary at and countersigned on the declarations page by a duly authorized 
pear as additional exclusions. agent of the company 
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Foster Speaks on 
Canadian Statutes 


R. LEIGHTON FOSTER, 
SUPERINTENDENT OF 
the Province of Ontario and now 
General Counsel of the Canadian 
Life Insurance Officers Association, 
in a recent paper delivered before In- 
surance Institute at Toronto gave an 
interesting review of Insurance law 
making in the Dominion. He said in 
part: 

In the Dominion of Canada there are 
ten legislative or statute law-making 
bodies, that is, the Parliament of Canada 
at Ottawa, and the legislative assemblies 
in each of the nine Provinces. The British 
North America Act, 1867, a statute passed 
by the British Parliament, established 
these ten law-making bodies and under- 
took to describe in considerable detail the 
subjects respecting which, on the one hand, 
the federal Parliament at Ottawa might 
legislate, and the subjects respecting 
which, on the other hand, the legislatures 
in each of the nine Provinces might legis- 
late or pass “statutes.” Unfortunately, or 
fortunately—for the legal profession— 
questions which are commonly known as 
“constitutional questions” have arisen fre- 
quently since 1867 as to the meaning of the 
expression, for example, “regulation of 
trade and commerce,” a subject assigned 
to the federal jurisdiction, and, for ex- 
ample, as to the meaning of the expres- 
sion “property and civil rights,” a subject 
assigned to the provincial jurisdiction. Be 
that as it may, you will find in the so-called 
Dominion statutes the statutes passed by 
the Dominion Parliament since Confed- 
eration, and you will find in the statutes of 
each Province the statutes passed by that 
Province since Confederation or since the 
Province was organized. Inasmuch as 
Parliament and all the Provincial Legis- 
latures meet annually, and inasmuch as no 
Legislature has ever been known to meet 
without passing at least one “statute”, you 
will find the statutes of Canada passed 
since Confederation contained in several 
hundred volumes published each year since 
1867. In addition, it is necessary to ob- 
serve that statutes had been enacted by 
legislative bodies in what is now the Dom- 
inion of Canada before 1867, some of 
which still have the force of law in some 
Provinces. These old statutes are con- 
tained in volumes passed by the Legis- 
latures of the Province of Canada, and of 
Upper Canada and of Lower Canada, to 
he found in most legal reference libraries 

After explaining that these statutes 
are subjected to a “house cleaning” 
every ten vears, and that the laws 
are now in good order because of 
revisions and codifications he touched 
upon the relations between the 
Dominion and the provinces, thus: 

“A few years ago, when the contest 
between the Dominion and the Provinces 
was waxing warmly and the Dominion 
was denying admission to certain British 
and foreign insurers and underwriters 
which the Provinces thought should be ad- 
mitted to Canada, a number of foreign in- 
surers were admitted to and licensed by 
the Provinces, notwithstanding that they 
did not have a Dominion license. Today 
that situation is almost completely 
changed. Practically British and 
foreign insurer business in 
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Van Schaick to New York 
Life 


GEORGE S. VAN SCHAICK, WHOSE 
RECORD AS SUPERINTENDENT OF THE 
Insurance Department of New York 
State was one of outstanding accom- 
plishments, has been elected vice- 
president of the New York Life In- 
surance Company, effective April 1st. 
He recently resigned as Superintend- 
ent and resumed an extensive law 
practice at Rochester, N. Y. 





Drawing by Dom J. Lavin 


GEORGE S. VAN SCHAICK 


Former Superintendent of Insurance of 

New York State who was recently elected 

Vice-President of the New York Life 
Insurance Company. 





Canada is registered at Ottawa. In addi- 
tion, many insurers incorporated by Pro- 
vincial law are voluntarily applying for 
Dominion registry. There is considerable 
ground for confidence that within a com- 
paratively short time every insurer trans- 
acting insurance in two or more Provinces 
of Canada will be registered at Ottawa, 
leaving the individual Provinces function- 
ing as respects “company solvency” only in 
respect of their own companies carrying 
on business solely within the limits of their 
own Province. When this day comes 
people who have watched the Dominion- 
Provincial controversy with growing ap- 
prehension over a term of years will have 
grounds for confidence that the con 
troversy has been finally ended and that 
the Dominion and the Provinces will in 
future work together, without duplication 






of effort, each in its respective important 
spheres, for the betterment of the insur- 
ance business in Canada. 


Warns That Rate War Will 
Not Be Tolerated In Utah 


IN A COMMUNICATION, DATED 
MARCH 20TH, ADDRESSED TO ALL 
companies doing business in Utah, 
Commissioner Smith of that State, 
quotes the law giving the commis- 
sioner authority to disapprove pol- 
icies, and then makes the following 
statement : 

“Tf this threatened situation of rate 
war manifests itself here and the 
cutting of rates reaches the point 
where the price charged will ad- 
versely affect the safety of both the 
public and company, there will be no 
choice on the part of this Depart- 
ment. We shall invoke all authority 
either expressed or implied under the 
law quoted above and any other law 
which places on this Department the 
responsibility of supervising com- 
panies admitted to do business in this 
State.” 

ee @ 


Ohio Supreme Court Holds 
Jurors May Be Asked About 


Insurance Connections 


THE SUPREME COURT OF OHIO HAS 
JUST ANNNOUNCED A DECISION IN 
the case of Dowd-Feder, Inc. vs. 
Truesdell, which, in effect, will make 
it much more easy in a trial to de- 
velop information that the defense is 
being conducted by an _ insurance 
company. Significant paragraphs 
from the syllabus concerning the case 
written by the court follow: 


“1. The purpose of the examination of 
a prospective juror upon his voir dire is 
to determine whether he has both the 
statutory qualifications of a jury and is 
free from bias or prejudice for or against 
either litigant. 

“2. In the examination of a juror upon 
his voir dire, in cases involving property, 
damage, personal injury or both, he may 
be asked the general question whether he 
has or has had any connection with or in- 
terest in a casualty insurance company. If 
the answer be in the affirmative, the juror 
may then be asked the name of such com- 
pany and the nature of his connection with 
or interest therein. (Paragraph three of 
the syllabus of Pavilonis vs. Valentine. 
120 Ohio St., 153 and paragraph three of 
the syllabus of Vega, Admr., v. Evans, 129 
Ohio St., 535, modified.) 

“3. All questions in the voir dire exam- 
ination must be propounded in good faith. 
The character and scope of such questions 
cannot hecome standardized, hut must be 
controlled by the court in the exercise of 
its sound discretion, the court having for 
its purpose the securing to every litigant 
an unbiased jury.” 
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Firebug Catcher 


(Continued from Page 12) 


hat factory or the warehouse, and be 
waiting there to grab him; there is 
always the chance that Brophy will 
catch a wild-eyed lunatic sneaking 
into a tenement hallway with a bun- 
dle of excelsior under his arm. That 
kind of thing happens just often 
enough to keep Brophy from relax- 
ing very much or sleeping more than 
three or four hours at a time. * * * * 

The building of the Williamsburg 
Bridge was partly responsible for 
Brophy’s choice of career. As soon 
as the bridge was opened, in 1903, 
there began a great exodus from 
Manhattan’s lower East Side. Thou- 
sands of families gathered up their 
belongings and crossed the bridge to 
settle in the new Williamsburg and 
East New York tenement districts. 
For a while the bridge was actually 
crowded during the day with car- 
avans of movers, and was called “the 
fire escape.” The term proved to be 
inappropriate. Within a year the 
Williamsburg and East New York 
sections of Brooklyn had become the 
worst fire areas in the city. The 
tenements were like tinder boxes, 
they were overcrowded, and the hall- 
ways were usually piled with rub- 
bish. There were scores of bad fires, 
and some were plainly incendiary. 
Too many small merchants had 
moved into those neighborhoods, and 
some of them used the torch to save 
themselves from ruin: the tenements 
seemed to invite pyromaniacs. The 
big news stories in Brooklyn for the 
next few years were about the fires 
of Williamsburg and East New 
York. As a district reporter for the 
Herald, Brophy covered all of them. 

He was the kind of reporter that 
has been almost entirely stamped out 
by schools of journalism and the lit- 
erary blight which has infected news- 
papers in the past twenty years. He 
did not know anything about fine 
writing, or care about it, and he 
could face a dozen spectacles without 
having a literary impression enter 
his head to obscure the facts. He 
just went around asking “How?” 
and “Why ?,” and when he telephoned 
his city desk he was full of informa- 
tion. His father was a police lieu- 
tenant, and Brophy knew most of the 
Brooklyn police and fire officials by 
their first names. He was accepted 
as one of them—an honor few re- 
porters achieve today. The doom of 
the fact-gathering reporter was ap- 
proaching, however, even as early as 
1905. The Herald and the Sun were 
filled with feuilletons, the up-the- 
dark-stairs or delayed-lead era of the 
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World was almost at hand, and 
Pulitzer had announced his plans for 
founding the Columbia School of 


Journalism. [rophy began to look 
around for something with some fu 
ture in it, and decided to try the fire 
marshal’s office. ! 
e® ee 

HEN Brophy is trying to pre- 

vent arson by catching profes- 
sional firebugs before they have 
started a fire, he has little assistance 
except from his own deputies. As 
soon as an important case of arson 
has been discovered, however, he may 
be sure that the New York Board of 
Fire Underwriters, which represents 
all the great fire-insurance companies, 
will investigate the fire whether their 
assistance is needed or not. Fire-in- 
surance companies have traditionally 
maintained a somewhat ambiguous 
attitude toward the crime of arson. 
Practically the only motive for pro- 
fessional arson is furnished by fire 
insurance. What tempts the pro 
fessional firebug and the people who 
employ him is that merchandise and 
household effects can without any 
difficulty be insured for more than 
they are worth. When a person is 
applying for a fire-insurance policy, 
the insurance companies seem to play 
the role of innocent, unsuspecting in- 
stitutions which will take anybody’s 
word for anything. The goods to be 
insured are not, in most cases, in- 
spected before the policy is issued. 
But as soon as a fire occurs in a 
dwelling or a place of business which 
has been insured, the fire-insurance 
companies become openly suspicious 
and demand documentary proof that 
the property destroyed was worth as 
much as the policyholder claimed it 
was when he paid his premium and 
got the policy. And if there is any 
evidence of incendiarism, the Board 
of Fire Underwriters assigns a firm 
of lawyers to help the district atttor- 
ney. The fire commissioners of New 
York have urged for years that the 
insurance companies be made to in- 
spect the property of all prospective 
policyholders at the time the policy 
is issued, but the insurance companies 
claim that this would cost so much it 
would ruin them. 

It is undoubtedly true that the 
question of just how far to go with 
fire prevention is one that the insur- 
ance companies have to consider with 
care. Life-insurance men do not have 
to fear that institutional advertising 
of the sort that urges the public to be 
careful crossing streets and to button 
up its overcoat will eliminate the haz 
ard of death, but too much fire pre- 
vention might, in time, very nearly 
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eliminate the hazard of fire. If pro- 
fessional arson were eliminated, for 
instance, the fire hazard would be 
materially cut down and the demand 
for fire insurance would not be so 
great as it is now. It is difficult to 
tell exactly how many of New York’s 
fires are incendiary, and Brophy, 
knowing more than anybody else 
about it, does not try to guess. What 
he considers important and indisput- 
able is that between a hundred and a 
hundred and fifty persons are ar- 
rested every year for setting fires, 
and that most of them are convicted. 
Investigators for the Board of Fire 
Underwriters are more willing to 
guess, and their guess is that between 
fifty and seventy-five per cent of the 
city’s destructive fires are of incen- 
diary origin. Yet the fire-insurance 
companies for years have appeared 
to show more interest in convicting 
professional firebugs after the fires 
have occurred than in making it 
harder for them to obtain the policies 
in the first place. The manager of 
the Scottish Union & National Fire 
Insurance Company of Edinburgh 
once made an illuminating speech on 
the general subject of fire prevention 
in which he said, “I say we cannot 
make profits for our shareholders 
without fires; within certain well-de- 
fined limits, we welcome fires.” 

Brophy thinks about this side of 
the situation sometimes but does not 
believe anything much can be done 
about it. 

ee ® 


ROFESSIONAL firebugs regard 

themselves as upright citizens and 
their calling as one that is made 
necessary by the exigencies of com- 
petition in the business world. They 
are at least as arrogant as bootleggers 
were during prohibition, and as a rule 
enjoy a considerable amount of re 
spect among the merchants who em 
ploy them. Chatles Carmen, who 
went to jail in 1927 for a long term, 
was known as the Professor among 
the merchants he served. He was a 
snob at heart, and if he had followed 
his natural snobbish instincts, he 
might still be at liberty. When he 
was first asked by one Socrates 
Moscahlades to set fire to Bishop’s 
Warehouse on Greenwich Street, he 
said, “I don’t want to do any business 
with Greeks.”” But he finally took 
the job, and on June 24th, 1927, did 
set fire to the warehouse, which 
burned to the ground and destroyed 
merchandise which Moscahlades and 
some associates had insured for a 
million dollars. Carmen was so highly 
thought of by one local group, made 
up of merchants who either had hired 
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him in the past or had thought they 
might hire him some day, that after 
his arrest and conviction they or- 
ganized a benefit performance for 
him at a Yiddish theatre on lower 
Second Avenue. The benefit per- 
formance was duly held in Decem- 
ber, 1929. In the course of keeping 
up with current events about town, 
Chief Fire Marshal Brophy learned 
of this benefit and attended it, but 
there was nothing he could do about 
it. It just gave him something more 
to ponder over. 

Carmen made the mistake of leav- 
ing a gasoline tin behind him when 
he set fire to Bishop’s Warehouse. 
He would never have left such a 
damaging piece of evidence if every- 
thing had gone smoothly. He had ar- 
ranged on the second floor of the 
warehouse a fire-making apparatus 
consisting of a large candle placed on 
top of gasoline-soaked rags in such 
a way that the rags would catch fire 
when the candle burned down. The 
fire was supposed to start some four 
hours after he left the warehouse. 
As it happened, Carmen lit a match, 
and was bending over to light the 
candle when a black cat walked out 
from behind a packing case. Carmen 
jumped and the match dropped from 
his hand. It fell into the gasoline 
The flames leaped up 
and Carmen had to run, leaving in 
side the gasoline tin he had intended 
to take away with him after he had 
lighted the candle. 

The gasoline tin formed the basis 
of a painstaking investigation by 
Brophy which led to the arrest of 
the Greek merchants two months 
after the fire. They confessed and 
in their confessions named one Jos- 
eph Kwit as the person who had car 
ried on the negotiations with the fire- 
bug, who was known to them only 
as the Kwit, however, 
maintained his innocence. He said 
he had been a stakeholder of the 
sum of five hundred dollars left with 
him by the merchants for payment 
to the Professor for some job the 
nature of which he had never known. 

Kwit was ostensibly a merchant, 
dealing in furs, and had a shop on 
West Twenty-seventh Street. Not 
knowing exactly what he was looking 
for, Brophy went to the shop and 
examined all the papers in Kwit’s 
desk. He came to a portion of an 
envelope on which appeared the name 
Cormin, laid it aside, and looked at 
all the other papers in the desk. 
When he had finished, all he had that 
seemed even vaguely helpful was 
the envelope with the name Cormin 
on it. Something about that name 
had caused Brophy, almost uncon- 


soaked rags 


Professor. 
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sciously, to lay the envelope aside 
when he first came to it; now he 
thought about it some more and re- 
membered that, ten years before, he 
had sent to Sing Sing a professional 
firebug whose name was Carmen. 
Brophy went to Police Headquarters 
and picked up a_ rogues’-gallery 
photograph of Carmen. He also as- 
certained that Carmen had been re 
leased from Sing Sing a year or so 
before, and that he now lived on 
Pitkin Avenue, in Brooklyn. Brophy 
showed Kwit the photograph of Car- 
men, and Kwit admitted that this was 
the Professor. Brophy then got a uni- 
formed policeman and went to Car- 
men’s flat in Brooklyn. He thought 
Carmen would be on the alert, so he 
had a policeman ring the bell and say 
that a man named Carmen had been 
in an accident down the street and 
had given this address when he was 
taken to the hospital. “It couldn’t 
be my husband,” said Carmen’s wife, 
“because he is here in bed, asleep.” 
Brophy, who was hiding in the hall- 
way, then rushed into the flat, fol- 
lowed by the policeman, and Carmen 
woke up with handcuffs on. 

After Carmen had been arrested, 
Kwit admitted that his real business 
was that of acting as procurer for 
the Professor. As soon as Carmen 
had got out of Sing Sing, he had 
made Kwit his partner and, by way 
of demonstrating his sicill as a fire- 
bug, had set fire to a small store Kwit 
owned at that time on the lower 
West Side. Kwit collected $12,500 
insurance on this fire, and was able 
thereafter to recommend Carmen to 
other merchants with an enthusiasm 
based on personal experience. 


ee se 
J JE EISENSTEIN, who was con 


victed and sent to prison in 
1930, was a firebug who prided him- 
self especially on his knowledge of 
chemistry. He claimed to have 
worked out a secret formula for a 
highly inflammable fluid which left 
no suspicious trace or odor after it 
had been used. He wore tortoise- 
shell glasses and called himself Dr. 
Eisenstein. He was also proud of his 
timing. When he was finally arrested 
for setting off a blaze in the Dachis 
Fur Company building on West 
Twenty-seventh Street, he asked 
what time the alarm had been turned 
in. He said he had timed it to start 
three hours and a half after he had 
left the place. It turned out that he 
had been wrong by twelve minutes. 

Both Dr. Eisenstein and Professor 
Carmen were family men who did 
not consort with professionals in 


other types of crime. This seems to 
be typical of firebugs. Brophy has 
found that most of them have been 
respectable married men, and while 
their wives knew what business their 
husbands were in, the ladies did not 
appear to consider it criminal. Some 
years ago a notorious firebug named 
Horowitz, who had been operating 
in the metropolitan area for some 
time without being caught, was killed 
in an explosive fire which went off 
before he expected it to in a store in 
Paterson, New Jersey. It was found 
that he lived in lower Manhattan, and 
had a family. When his wife was 
informed of his sudden death, she ex- 
claimed in an aggrieved tone, ‘lor 
three years I have been expecting 
something like this to happen!” Fire- 
bugs sometimes exhibit highly civil 
ized feelings. Brophy once was hot 
on the trail of a gang of firebugs, and 
had learned of their plan to set fire 
to an East Side building on a certain 
day. Mysteriously, the setting of the 
blaze was postponed, and Brophy 
failed to catch them that time. 
Brophy did not find out why the post 
ponement had been made until he ar- 
rested the firebugs some months 
later : somebody had died in the tene- 
ment next door to the store which 
was to be burned, and the firebugs 
had not wished to upset the funeral 
services by having a fire. So they 
had put off the fire for three days. 

Professional arson seems to be a 
man’s job, on the whole. Only a 
dozen or so women have been con- 
victed of the crime in the past twenty 
years in New York. Several of these 
burned up outmoded clothes with the 
idea of making insurance companies 
buy new ones. Three were rooming- 
house keepers. Another, a widow, 
burned up her apartment in order to 
collect the insurance on her furni 
ture. She was betrayed by an urn 
containing the ashes of her husband, 
who had been legally cremated some 
years before. Not wishing her hus- 
band’s ashes to be mingled with the 
ashes of the furniture, she placed the 
urn in the oven of the kitchen range. 
Brophy always looks into things like 
ovens when he investigates a fire. He 
investigated this one, found the urn. 
and asked the widow about it. “Tt’s 
nothing,” she said vaguely. Brophy 
remarked that it must be something 
and started ostentatiously to pour 
some of the ashes into his hand, as 
if to examine them. “Oh, my poor 
husband!” the widow moaned. 
Brophy suggested gently that she 
would not have put the urn in the 
oven if she had not been expecting 
a fire, and she admitted that she had 
set fire to the place herself. 
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ITH only ten or twelve hours 

of steady work a day in and out 
of his office at the Municipal Build- 
ing, Brophy could protect the city 
about as adequately as it can be pro- 
tected from professional firebugs. 
What keeps him working longer than 
that, and makes him get out of bed 
when he ought to stay there, is the 
knowledge that every now and then 
some apparently normal, law-abiding 
citizen among the city’s millions sud- 
denly and inexplicably comes to the 
conclusion that what he has to do to 
be happy is to set fire to a building 
and see the fire engines come. Pro- 
fessional firebugs, and the dishonest 
merchants who employ them, are cun- 
ning, but they are rational-minded 
individuals. They confide in their 
friends, get drunk and talk too much 
to strangers, are inclined to be too 
greedy in making claims against in- 
surance companies, and otherwise 
leave clues lying around that help 
Brophy to catch them. LPyromaniacs 
go about satisfying their strange de 
sires without telling even their best 
friends or the members of their own 
families. There is usually no con- 
crete clue which will connect the 
pyromaniae with the particular build- 
ing he chooses to see in flames. One 
building is as good as another for his 
purpose, and he may very well never 
have seen it before he applies the 
torch. Any neighborhood will do 
for him, although he usually .chooses 
one far from where he lives and most 
frequently selects the tenement dis- 
tricts, where the buildings burn well 
and where hallways are full of in- 
flammable refuse. 

Psychiatrists have various expla 
nations for the causes and the nature 
of pyromania, none of which are of 
much help to Brophy. It is agreed 
among the experts that pyromaniacs 
are neurotic, frustrated, and craving 
the sight of flames or the satisfaction 
of being able to look at something as 
spectacular as a fire and say to them- 
“T did that.” It is supposed 
to be a rather sexy and perverted 
mania on the whole; and it is one 
that gives the psychoanalysts im- 
mense satisfaction, because the sym- 
bolism of both fire and water can be 
worked in. Fascinated by this, they 
have evolved elaborate theories, lay- 
ing great emphasis on the traditional 
relationship, in all known languages, 
of desire and words like “fire.” 
“burn,” “hot,” and “scorching.” 
Some phychiatrists even believe that 
professional firebugs are borderline 
Pyromaniacs who nurse a flame psy 
chosis and happen to have been able 
to combine business with pleasure. 
This school of analyzers is still gloat 


selves, 
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ing over the case of a local firebug 
and/or pyromaniac who was, accord- 
ing to this theory, madly in love with 
a West Side warehouse. The firebug 
was employed by an importer to set 
fire to this commodious building, and 
during the negotiations which pre- 
ceded the fire he wrote notes to his 
employer and used such euphemisms 
as “bride” and “sweetheart”? when 
referring to the warehouse and 
“wedding” when referring to the 
night the fire was to take place. 
‘rom a practical point of view, 
Brophy knows more about the ways 
of pyromaniacs than anybody else in 
the country, but he doesn’t theorize 
about them. “They are a strange 
bunch,” he says, and lets it go at 
that. Some of them, he has found, 
look like lunatics and others do not. 


ROPHY usually catches pyro- 

maniacs simply by getting to 
fires while they are still burning. At 
most fires in the tenement districts, 
Brophy and some of his trained 
deputies are likely to be standing 
somewhere in the crowd, keeping an 
eye on the faces of the people who 
are watching them, and taking note 
of what they say and how they act. 
Lrophy’s mind accommodates an 
enormous gallery of faces, divided up 
into neat and clearly defined cate- 
gories. There is a large section de- 
voted to pyromaniacs he has sent to 
prison or to institutions and those he 
has arrested and released for lack of 
evidence at some time or other dur- 
ing the last three decades. These he 
can identify in the filing system at 
his office, with names and addresses 
and certain remembered peculiarities. 
Then there is an extensive section in 
which he can find the faces of men 
he has suspected, at one time or an- 
other, of being pyromaniacs—vague 
faces with no names to them, faces 
that he saw once weeks or months or 
years before and which for some rea- 
son, perhaps forgotten, aroused his 
suspicion. The face of a man who 
had once talked just a shade too ex- 
citedly about the fire he was watch- 
ing would probably be in this group, 
or that of a man who had once been 
questioned at the scene of a fire but 
not arrested, because there was no 
real evidence against him. These 
faces do not, somehow, get mixed up 
with the faces of the hundreds of 
people in all the neighborhoods of 
New York with whom Lrophy keeps 
up a slight acquaintance and who are 
in no way. suspicious characters. 
Those faces are in still another sec- 
tion of his mind. It is all part of 
the Brophy intellect, known officially 
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as the bureau of Fire Investigation 
of the New York’Fire Department. 

Brophy makes it a point to go to 
practically all hospital fires. No other 
variety of fire creates as much ex- 
citement as a hospital fire, and for 
this reason a pyromaniac may easily 
be tempted to have a try at one. And 
if there is any chance that a pyro- 
maniac has set fire to a_ hospital, 
Brophy wants to catch him before 
he does it again. When the nurses’ 
home and dining hall of the Meth- 
odist Episcopal Hospital in Brooklyn 
was destroyed by fire in October, 
1927, there was plenty of excitement. 
The fire threatened the hospital build- 
ing, where three hundred patients 
were in bed. While smoke was billow- 
ing through the halls, an expectant 
mother gave birth to a baby, and two 
major operations which had been be- 
gun had to be completed. The most 
excited person in the whole place 
was one of the hospital porters. He 
had turned in the alarm, given advice 
to the firemen, and had finally run 
into the burning building yelling that 
he had to save the nurses. He had 
collapsed on a stairway, overcome by 
smoke, and when Brophy saw him 
was in the infirmary. He had re- 
vived. The doctors and nurses were 
making a fuss over him and calling 
him a hero. But the porter’s face 
was one of the faces in Brophy’s 
memory. Brophy had had him arrest- 
ed ten years before and charged him 
with having set a series of fires in 
the Park Slope section of Brooklyn. 
A sympathetic jury, unable to under- 
stand why he should set fires without 
any conceivable motive, had acquitted 
him. He confessed that he had started 
the hospital fire by stuffing a pile of 
gauze under a bureau and lighting it 
with a match. This man seemed a 
good-natured, slow-witted, rather 
likable chap to everybody who knew 
him. He admitted he had gone to 
work at the hospital with the express 






intention of setting fire to it. 

Schools and hotels are also fav- 
ored by the pyromaniac. Brophy has 
caught as many as two dozen public- 
school boys in the last twenty years 
who have tried to set fire to the 
schools they were attending. Pyro- 
mania usually develops in the adoles- 
cent period, and sometimes can be 
cured in institutions like Blooming- 
dale. Not infrequently, however, it 
seizes a man of middle age. Brophy 
hurried over to the Hotel St. George 
in Brooklyn one day in the fall of 
1929 when he received reports that 
four fires had broken out in the hotel 
between midnight and dawn. Brophy 
had five of his assistants disguise 

(Continued on Page 27) 
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Insurance Notes 
(Continued from Page 10) 

of the life companies is sufficient to 

take care of occasional high losses in 

any year or period of years. 

The agency angle enters into the 
discussion to considerable extent, 
since the life companies contend that 
by using their own local correspond- 
ent to handle the fire business in a 
given community the matter of in- 
specting and supervising buildings 
would be under better control, and 
such a system would tend to elim- 
inate hazards. Officials of the Na- 
tional Association of Insurance 
Agents have indicated that the subject 
will be given a vigorous airing from 
the agents’ standpoint at their con- 
vention in Atlanta next month. 


Fire Fighting in the Future 


\ REVOLUTION IN THE PRESENT DAY 
METHODS OF COMBATING FLAMES WAS 
predicted by Benjamin Richards, 
manager of the Underwriters Service 
Association, in a recent address. As 
reported by A. L. Kirkpatrick in the 
Chicago Journal of Commerce, Mr. 
Richards foresees a time when the 
electric eye will be used to detect the 
first flame and to operate extinguish- 
ing apparatus within a minute or two 
after it starts and detectors will dis- 
cover the first smoke of a smoldering 
fire and give an alarm, locate the 
burning spot and turn some ex- 
tinguishing gas on it before the flames 
start. Dangerous gases must be dis- 
covered and diluted when they first 
start to form and before any explo- 
sion may occur, Mr. Richards said. 


“We are coming into an era of chemical 
industry,” he declared. “Here is practi- 
cally an untouched field for young men 
interested in making a name for them- 
selves in a special fire protection engineer- 
ing line.” 


Mr. Richards looked ahead to the time 
when radio will be used to send out an 
alarm, eliminating outside wires. To il- 
lustrate his point, he described a scene 
which might take place some evening 
when the manager of a plant was sitting 
at home reading his paper. His radio will 
say something like this: “Attention of 
Mr. J. J. Jones. There is a small fire in 
the northwest corner of the basement of 
building number two at your plant. Will 
report again in thirty seconds. Stand by. 
Yes the gas has put it out. Everything 
is O.17R.” 


“Beware of the assured who buys fire 
protection solely to reduce his rate,” Mr. 
Richards warned. All of the mechanical 
devices that are available will not help 
him if he is not genuinely interested in 
keeping them in order and making sure 
that they are ready when the test comes, 
he declared. 
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18.4 Percent Increase 
in Fire Losses 


FOR A PERIOD OF FIVE STRAIGHT 
MONTHS, FIRE LOSSES FOR 1935 Ex- 
ceeded those of the corresponding 
months of the previous year. 

National Loard figures for the 
twelve months ending January 31, 
1936, show losses totalling $263,- 
459,371.00, as against $271,079,- 
981.00 for the year ending January 
31, 1935. While this tabulation shows 
a decrease of $7,620,610.00 over the 
period of the year, an upward trend 
in losses began last September, as 
is revealed by the following table: 





1936 1935 

Jantary .c.cc. $ 27,729,930 $ 23,430,504 
February 25,081,625 31,443,484 
March ....... 24,942,703 31,312,359 
ee 23,267,929 22,028,943 
a 21,238,205 25,271,459 
DUNG  ctnicen 18,499,675 20,005,692 
TUNIS 55-maavase 19,293,619 19,484,027 
August ...... 18,137,060 19,613,146 
September 16,641,882 16,248,870 
October ..... 19,785,871 18,236,272 
November 20,871,584 20,114,346 
December .. 27,969,288 23,895,879 

12 months. .$263,459,371 $271,079,981 


Concerning Five Year Term 
Policies in Georgia 


\N OFFICIAL RULING OF THE IN- 
SURANCE DEPARTMENT OF THE STATE 
of Georgia recently issued, reads: 


TO ALL FIRE INSURANCE COM- 
PANIES LICENSED TO DO BUSI- 
NESS IN THE STATE OF GEORGIA: 

The official ruling of the Insurance 
Department of this State, promulgated as 
effective December 31st, 1935, prohibiting 
the issuance in this State of an endorse- 
ment, or policy, by certain fire insurance 
companies, for a tetm of five years at a 
reduction in rate for such term is hereby 
amended, upon the filing with this De- 
partment, of the following annual renewal 
plan of endorsement, or policy, to-wit: 


“ANNUAL RENEWAL PLAN” 


“In consideration of the premium, 
and the stipulations, terms and con- 
ditions herein named, and the stipu- 
lations, terms and conditions of the 
policy to which this endorsement is 
attached, it is hereby stipulated and 
agreed that the insured shall have the 
option to renew this policy annually 
for four (4) successive years by the 
payment of a premium calculated at 
three-fourths (34) of the then cur- 
rent rate, and the issuance of a prop- 
erly countersigned renewal certificate, 
provided that any increase of hazards 
must be made known to this Com- 
pany at the time of renewal or this 
policy shall be void. Nothing in this 
endorsement shall be construed to 
waive any of the provisions of this 
policy. No insurance shall exist here- 
under beyond the expiration date of 


this policy or the last renewal certi- 
ficate. 

“Attached to and forming a part 
OL PONCY NOiciiccccincseseece , issued 
Re a eae en ee 
ance Company. 


The foregoing “Annual Renewal Plan” 
submitted to the Attorney General of this 
State for his opinion as to its conflict 
with the statute of this State prohibiting 
rebates and discriminations, is as follows: 

“The endorsement form which this 
company proposes to attach to certain 
policies simply gives the holder of the 
policy the option to renew it annually for 
four successive years by the payment of 
a premium calculated at three-fourths of 
the current premium, and the issuance of 
a properly countersigned renewal certi- 
ficate. The endorsement expressly pro- 
vides that any increase of hazards must 
be made known to the company at the 
time of renewal; that nothing in the en- 
dorsement shall be construed to waive any 
of the provisions of the policy, and that 
no insurance shall exist beyond the ex- 
piration date of the policy or the last 
renewal certificate.” 

“In my opinion this endorsement does 
not involve any unwarranted departure 
from the standard policy form, or any 
violation of the statute of this State pro- 
hibiting rebates and discriminations.” 

On and after this date, therefore, the 
issuance of this “Annual Renewal Plan” 
policy or endorsement, in this State, is 
approved by this Department. 

Insurance Department, State of Georgia 
( Signed ) G. B. Carreker 


Insurance Commissioner 


Pioneer Company of Factory 
Mutuals Celebrates 


Centennary 


THE MANUFACTURERS MUTUAL 
FIRE INSURANCE COMPANY OF RHODE 
Island, the parent company of the 
Factory Mutual Group, has been in 
the hundredth year of operation since 
October 31st, 1935. Celebrating the 
event is a handsomely bound and 
well-compiled book, giving the com- 
pany’s history and, at the same time, 
relating great events of the nation 
which have happened within the same 
scope of years. 

The story is told of how Zachariah 
Allen in 1835 was refused lower rate 
fire coverage on his mill in Allendale 
by a Providence insurance company, 
even though he had carefully equip- 
ped his property with the best fire 
extinguishing apparatus known at 
the time. Because of the improve- 
ments he had installed, Mr. Allen had 
asked special consideration, but one 
of the insurance company directors 
told him with finality : 

(Continued on Page 27) 
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“BUNK OF THE MONTH" 








(CORRESPONDENCE concerning this dias has been heavy of late 
and many good suggestions have been received. It will take some time 
to give attention to all of the ideas submitted, but eventually we hope to do 
so. Meanwhile we cover several items at once in the following discussion of 


the non-assessable policy. 




















OR the past few months we 
have been trying to make a 
choice of several examples of 
stock propaganda on which to hang 
a discussion of the right of a mutual 
company to issue a nonassessable 
policy. Then there turns up in the 
mail a copy of a little magazine pub- 
lished on the Pacific Coast called 

“The Western Underwriter.” It is 
undeniably stock, from the l‘iremen’s 
und announcement on the front 
cover to the Loyalty Group adver- 
tisement on the back page; although 
the lump is leavened somewhat by 
ads of mutual life insurance com- 
panies here and there. Altogether 
we should say that the business de- 
partment has done a rather good job 
of high pressure selling and, the pub- 
licity pages have quite as much at- 
traction as the reading text. 

In this publication there is a refer- 
ence to the nonassessable poligy which 
has a very curious twist. It seems 
that the editor of the W. U. had at 
some time in his recent career printed 
a headline reading “No such animal 
as ‘nonassessable mutual’.”” Where- 
upon a large mutual, which has sold 
nonassessable policies for years, chal- 
lenged the editor’s statement and 
somehow the matter came before 
San [I‘rancisco’s Fraud Bureau and 
was assigned to Assistant District 
Attorney Gillen. The hearing pro- 
gressed, as the W. U. editor himself 
says quite informally, and in a gra- 
cious spirit of give and take. It can 
be well understood that the Assist- 
ant D. A. hardly cared to take time 
from a busy afternoon to go into 
legal points that supreme courts, 
from the United States No. 1 tribu- 
nal to state supreme courts, have 
considered for days at a stretch, but 
he was interested, of course, in de- 
termining if possibly a criminal 
charge would lie in this matter. Very 
properly he left the argument to the 
contending parties and doubtless en- 
joyed some of the humor which was 
said to have been bandied back and 
forth. 

Now the nub of the situation is 
that the W. U. editor, or his attor 





neys, immediately retired behind the 
argument that anything that the 
editor said about mutual insurance 
would have no effect, and therefore 
by implication no damage could be 
proved, and again, therefore, what 
was the use of going along with the 
hearing ? 

This is gathered from a quotation 
of a remark by the editor’s counsel 
running thus: 

“If I should lean my head out of the 
window at this moment and shout at the 
top of my lungs: “There is no such animal 
as a nonassessable mutual’ do you mean to 
tell me that such an act would be destruc- 
tive of confidence in the mutual fire insur- 
ance system to such an extent as to ad- 
versely influence passers-by within the 
sound of my voice and cause them to 
abandon their mutual policies?” 

Well, we should say that if the 
editor himself puts no more value 
on his influence than is here credited 
him, we shall be the last to dignily 
his remarks by any extended men- 
tion. It does bring to mind, how- 
ever, that such statements as ‘There 
is no such animal as a nonassessable 
mutual” are a kind of symbol of the 
juvenile methods of competition too 
often engaged in by stock partisans. 
The instance is only important be- 
cause it serves as a kind of a spring- 
board from which to jump into a 
very interesting argument. The W. 

), editor may jump after us if he 
cares to and will need to have no 
fear, since he will find himself swim- 
ming in clear waters of legal reason- 
ing instead of the muddy medium he 
employed in his article. 


e @ ® 
H's )W to explain the nonassessable 


mutual policy to one whose 
comeback to argument is the jay- 
hawker phrase “There ain’t no such 
thing” is, we see, going to be a little 
difficult. But certainly it should 
mean something to him that non- 
assessable policies have been written 
in this country for over a hundred 
years, and that disgruntled stock in- 
surance people have long since con- 
sidered it a waste of time and money 
to try to persuade the courts to put 
any other interpretation upon such 
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an insurance contract. Moreover, 
the majority of the states have laws 
specifically covering the limitation of 
liability and the nonassessable plan 
—the requirements in general being 
that these policies may be written by 
companies possessing either a named 
fixed surplus, for example, $200,000, 
or a surplus equal to the statutory 
capital requirements of a stock in- 
surance company writing the same 
lines of business. Because of this 
set-up and the legal decisions which 
are about to be mentioned, there have 
been any number of favorable rulings 
and opinions on the subject promul- 
gated by the insurance departments 
and attorney generals of the various 
states. And yet with all these affirma- 
tive and authoritative expressions, 
competitors continue to claim that 
mutual insurance cannot limit assess- 
ment liability or, indeed, do away 
with it altogether. 

As to legal fundamentals, the right 
of a mutual to issue nonassessable 
policies rests on the principles enun- 
ciated in the decision of the United 
States Supreme Court in the case of 
Union Ins, Co. v. Hoge, in 1859. That 
case involved a company which wrote 
both nonassessable and assessable 
policies, or, as they termed it in 
those days—which had a stock and 
mutual department. The Chief Jus- 
tice in his decision, which became the 
decision of the Court, said: 

“It has been argued that inasmuch as the 
defendant has been organized upon the 
principle of a mutual insurance company, 
its business must be conducted as respects 
the premiums to be received according to 
the plan of mutual companies previously 
chartered in the State of New York. lf 
the previous companies were required by 
their charters to receive premium notes 
and not cash, then this requirement dis- 
tinguishes them from the one before us; 
if their charters contain no such provision, 
then they are left, like the present one, to 
regulate the mode of payment at discre- 
tion. The general act prescribed the out- 
lines of the system and all the conditions 
and guards that were deemed essential to 
the security of persons applying for insur- 
ance, leaving the details and interior reg- 
ulations to be arranged and determined by 
the company in their charter. In the ab- 
sence of any prescribed mode of payment 
of premiums, the power to prescribe it by 
the company is necessarily implied.” 

This simply means that in the ab- 
sence of any statutory prohibitions, 
or the absence of any prohibitions in 
the charter, a mutual company may 
determine for itself whether its pol- 
icies shall be assessable or nonassess- 
able. That principle has not been 
changed in any of the decisions deal- 
ing with this question in any of the 
states. 

In Beaver State Insurance Asso- 
ciation v. Smith, 97 Ore. 379, 1920, 
an attempt was made by the receiver 
of the company to collect an assess- 
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ment from the defendant on a fire 
policy on which the premium had 
been paid in cash in advance. The in- 


surance company was organized un- 
der the general laws of the State of 
Oregon. There was no provision in 
the policy, by-laws or statute author- 
izing the levying of an assessment 
upon a policyholder for the purpose 
of meeting The Supreme 
Court of Oregon held, on page 585, 
that— 

“The 


matter of 


lc SSes. 


liability to pay an assessment is a 
contract; only members who 
have assumed a contract obligation to pay 
assessments are liable therefor. A mem- 
ber, in order to become liable for assess- 
ments, must contract to pay the same, or 
assent to some plan or provision for levy- 
ing assessments required by the by-laws 
or constitution of the mutual association, 
or by the statute authorizing the organiza- 
tion of the company. Members insured 
exclusively on the cash premium plan and 
who have paid their premium, as the de- 
fendant has done, are not liable to an 
assessment for the purpose of paying 
losses and expenses.” 
ee @ 

ND then, the highest court of 

New York, the Court of Ap- 
peals, in the case of Mygatt v. New 
York Protection Ins. Co., 21 N. Y. 
52, held that a mutual company may 
issue policies for a cash premium 
without contingent liability. The 
company was organized under the 
same statutes, the General Act of 
1849, as the Union Insurance Com- 
pany which was a party to the case 
tried in the United States Supreme 
Court, to which decision reference 
has been made, and the charters of 
the two companies were identical. 
The New York Court of Appeals 
said: 


“These provisions confer upon the com- 
panies organized under the Act a broad 
and unrestricted power to prescribe for 
themselves the manner in which they will 
conduct the business of insurance. Unless 
the defendants can find something in that 
Act which prohibits companies organized 
as mutuals from receiving premiums in 
ash, they cannot maintain that defense.” 


In further discussing the argument 
that mutual companies cannot issue 
nonassessable policies, the Court con- 
tinues : 


“What reason can there be, after the 
companies are once formed with such a 
preliminary fund pronounced adequate by 
the legislature, why a mutual company 
should not, as well as a joint stock com- 
pany, if it chooses to cover the risk, issue 
cash policies? The question of receiving 
cash premiums in full after a company has 
once attained such capital as to justify it 
commencing in business is a question for 
consideration not of the legislature or the 
public but of the corporations themselves. 
The premiums received, if graduated upon 
just and proper principles, will strengthen 
one of the companies to precisely the same 
extent as the other, and afford the same 
additional guarantee to parties for the 
payment of losses.” 
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Other cases in substantial number 
hold the same thing and in essen- 
tially the same language. Thus with 
ample legal sanction and the author- 
ity given in the Uniform Mutual 
Acts that have been placed upon the 
statute books, the position of the non- 
assessable policy is regarded by un- 
biased students as permanently es- 
tablished in the insurance world. 
We _ have heard of 


never any 
lawyer of high standing issuing a 
written opinion that nonassessable 


mutual policies are unsound in law. 
All of the criticism has come from 
certain insurance 


stock company 
propaganda leaflets which, it has 


been pretty thoroughly proved, had 
as their original source the so-called 
Committee on Publicity and Educa- 
tion, Room 953, Insurance Exchange 
Building, Chicago,—a body which no 
stock company or group either cares, 
or perhaps dares, to father, but which 
sells much anonymous misinforma- 
tion at so much per copy. Going 
gunning for the nonassessable policy 
seems to be one of the favorite activ- 
ities of this gumshoe committee. In 
general, the statements of this myth- 
ical organization are better phrased 
than those who use the same material 
to incorporate in other blasts directed 
at the mutuals. lor instance instead of 
saying, ‘There isn’t any such animal, 
etc.” the committee will make such 
sanctimonious pronouncements as in- 
dicating that any such limitation is 
impossible and the solemn warning 
is given that while the companies may 
issue a contract of that kind, the con- 
tract in effect does not mean what it 
says because in case of the insol- 
vency of the company the receiver 
has a right to make up any defi- 
ciencies (should the liabilities of the 
company exceed the assets) by an 
assessment on the policyholders, ir- 
respective of the type of policy held. 


And for years that statement has 
gone the rounds and is being made 


today without any supporting evi- 
dence in the way of properly cited 
court decisions or any other authen- 
tic references, 

e® @ ® 


ig ted let us take the receiver 
argument up for discussion a 
moment. In the first place receiver- 
ships for mutuals are much less fre- 
quent than for stock companies and 
in the case of the general writing mu- 
tuals with which the average person 
would have to deal, a receivership is 
almost unheard of. For example, 
among the fire and casualty mutuals 
making up the American Mutual AlI- 
liance—one hundred twenty-five of 
them—some have been in existence 
over a century, and none has ever 
been in any kind of financial diffi- 





culty, nor levied an assessment. But 
on the long chance that a receiver 
would be appointed he would stand 
in exactly the same position as 
would a receiver of a stock company. 
That is, he could have no more 
rights and privileges than could the 


officers of the company itself. No 
board of directors could change the 
terms of existing policy contracts 


without the consent of the policy- 
holder. This is fundamental law and 
if the Board of directors could not 
make such changes certainly a re- 
ceiver could not. This has been 
definitely ruled on by the courts. 

But, disregarding the courts, here 
is a statement made by one Duns- 
comb Luther, in the N.A.I.A. field, 
reading as follows: 

“No provision in a mutual policy that 
assessment shall not exceed a certain 
amount is legal, except as between the pol- 
icyholder himself and the company.” 

That is a variation of the frst al 
legation to which attention has been 
called. Reading further, he said: 

“If a third party has a claim against the 
company, that third party is not bound by 
such a provision. 

“In fact, the New York Court of Ap- 
peals has held that a policyholder in a de- 
funct mutual or assessment company ma) 
be assessed at any time in spite of any 
clause in the policy requiring that assess- 
ments must be levied within one year after 
the policy has expired.” 

The citation of this case, which is 
alleged to hold as quoted, is not 
given. If the case is the one which 
we think it is, it does not hold any 
such thing as will be demonstrated 
as we go along. 

The article proceeds to say: 

“The Washington Supreme Court has 
unanimously decreed that there is no fixed 
limit to the liability of a member in a mu- 
tual (see Fishback v. Bothwell Bus Co.) 
holding that the solvent members must 
pay all claims in full.” 

The Fishback case is one which in- 
volves reciprocals. It has nothing 
whatsoever. to do with the mutuals— 
and doubtless the reciprocals them- 
selves have an adequate answer to 
this case. 

Here is another quotation: 


“In a mutual, on the other hand, he en- 
ters into a corporate partnership.” 


A corporate partnership! Now, we 
will defy anyone to define that term 
or find it in any of the decisions. The 
pamphlet continues : 


“(a) In which he retains a member's 
liability to the extent that he agrees to pay 
assessments in case the experience of the 
mutual makes additional funds necessary. 
(b) In case of insolvency of the mutual, 
all limitations of liability are removed and 
he may be held for the entire loss as a 


’ 


partner.” 
Note that there is not a citation of 


any kind of authority to support this 
very broad allegation. It is just so 
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much dust thrown in the air to con- 
ceal the real issue. 
e@e @ 
ERE is another illustration from 
a stock insurance agents’ publi- 
cation. It says— 


“BAR NONASSESSABLE 
MUTUAL POLICIES” 


And then the account refers to 
a statement by Honorable Matthew 
H. Taggart, formerly Insurance 
Commissioner of Pennsylvania, ad- 
dressed (so the article says) to all 
mutuals and interinsurance  ex- 
changes : 

“Your attention is hereby directed to the 
opinion of the Attorney General of this 
Commonwealth, relative to the legality of 
provisions in reciprocal or interinsurance 
contracts, limiting the liability of the 
holders thereof to the premiums actually 
paid, a copy of which is attached. 

“You are hereby directed not to execute, 
issue or exchange, after July 1, 1928, re- 
ciprocal or interinsurance contracts con- 
taining any provisions limiting liability of 
the holders thereof or the subscribers 
thereto. All reciprocal or interinsurance 
contracts now in force containing any 
such provisions shall be cancelled, rewrit- 
ten or the liability thereon otherwise ter- 
minated on or before November 1, 1928.” 


Not a word about mutual insur- 
ance in the ruling or in the letter of 
the Commissioner, and yet, the article 
is headed—“BAR NONASSESS- 
ABLE MUTUAL POLICIES.” If 
the author of the article had really 
cared to dig down to the level of 
truth he would have found that the 
Supreme Court of the State of Penn- 
sylvania had upheld the right of 
mutual companies to issue nonassess- 
able policies in a decision which will 
be referred to below. 

How widespread are these mis- 
statements of the facts about the mu- 
tual nonassessable policy is indicated 
by the recent appearance in the San 
Francisco Daily Commercial News 
of an article written by one Percy 
F. Garnett, on “Solvency Big Factor 
in Every Company Writing Insur- 
ance.” And, what does it say? 

“The nonassessable clause generally has 
been held as legal and binding as between 
members, but it does not and cannot apply 
to those who have extended. credit to the 
mutual or reciprocal as a whole. The in- 
dividual members of a mutual assessment 
company”— 

Note that—“a mutual assessment 
—- 

“or any of them, are liable for the pay- 
ment of third party claims as a partner is 
liable for partnership debts. It is not a 
matter of assessment, but rather one of 
obligation for debt.” 

And again, not a citation: not a 
statutory reference; no reference to 
a ruling of an attorney general or to 
the ruling of an insurance depart- 
ment, for here, too, the mythical 
Committee’ s fine Italian hand is evi- 
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dent, since the language may be 
recognized as almost identical with 
that in pamphlets and circular ma- 
terial that have been in distribution 
for years. Perhaps the rank and file 
of stock insurance agents do not 
know that such propaganda state- 
ments are without foundation. But 
certainly the officials of the agents’ 
organizations must know that the 
truth is being trifled with and what 
excuse, may we ask, is there for a 
stock company executive in charge of 
publicity who allows these garbled 
innuendoes against the mutuals to go 
out over the company’s signature ? 
Can even competitive necessity make 
anything else than pure dissembling 
out of this? 

Part of the confusion in the minds 
of those who honestly believe claims 
of this nature comes from their hav- 
ing read magazine articles which are 
apparently written with the deliber- 
ate purpose of confusing mutual and 
reciprocal insurance, and mutual and 
reciprocal legal cases. In fact, they 
rarely if ever mention mutual cases 
As previously has been said, the 
reciprocals have their own defense 
but the mutuals must object to the 
continual citation of litigation having 
to do with small interinsurance ex- 
changes as if they applied to the mu- 
tuals, which are all incorporated 
bodies and thus have the various ad- 
vantages which go with the corporate 
form. Only one case cited in a pop- 
ular stock company propaganda pam- 
phlet has to do with a mutual and 
that one was Northwestern Mutual 
Fire Insurance Company vs. Barber. 
As might be expected, this case is 
improperly interpreted, since the 
Supreme Court actually did uphold 
the nonassessable policy issued by the 
Northwestern and in its decision used 
the following language. 

“As we construe the above section, a 
mutual insurance company is authorized 
to issue nonassessable policies only so long 
as it has assets of not less than $200,000 
and net surplus of not less than $100,000. 
In other words, authority to issue such 
policies continues until company is unable 
to maintain the financial standards fixed by 
statute. We are unable to agree with 
counsel for respondent, although we agree 
that the statute is susceptible of two con- 
structions—that liability to assess would 
result in the event that the net surplus was 
less than $100,000: if that be correct, then 
cash premium policy is a mere misnomer. 
The fallacy of plaintiffs contention is 
shown in that if his theory is correct, a 
policyholder would be subject to an assess- 
ment, although the company might have a 
surplus of $99,000. There can be no sur- 
plus if the liabilities exceed the assets. 

“We conclude that the statute authorizes 
the issuance of nonassessable policies and. 
since liability to assess ceases on payment 
of cash premium, there is no violation of 
the letter or the spirit of Article 11, Sec- 
tion 9, of the Constitution.” 


The question has been passed up- 
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on by the Oregon courts several 
times, and affirmatively. 


HERE has been a great deal said 
about the partnership responsi- 
bility of mutual policyholders. It can 
readily be seen that those who have 
been misled by other inaccurate 
statements might be moved to accept 
the conclusion that even in the case 
of a corporation (where the policy- 
holders are members) there must be 
some partnership relation. But des- 
pite the high hopes of the stock com- 
panies and their agents, there is not 
and never has been any color of part- 
nership responsibility for members 
of a mutual insurance company. 
This is definitely so because a mu- 
tual company is a corporation—and 
Chief Justice Marshall long ago de- 
fined a corporation as “An artificial 
being, invisible and intangible, exist- 
ing only in contemplation of law.” 
It is a generally recognized statement 
also that “A corporation is a legal en- 
tity separate and distinct from the 
policyholders who compose it.” In 
the last analysis it would seem most 
accurate to define a corporation as a 
group of persons authorized by sov- 
ereign authority—that is by the state 
or government—to act as a legal unit. 


Here are some pertinent points concern- 
ing partnerships as distinguished from 
corporations : 

1. When a partner in a_ partnership 
dies, the partnership automatically ceases. 
That isn’t true in the case of a corpora- 
tion. 

2. When a partner in a partnership 
sells or otherwise transfers his interest, 
the partnership is automatically dissolved. 
That is the general rule. In a corporation, 
the ownership units are changing con- 
stantly without affecting the corporation 
at all. 

3. A partner in a partnership is liable 
to the fast dollar of his personal fortune 
for the full extent of the firm’s indebted 
ness. If the firm’s indebtednesses are 
greater than its assets every dollar he 
owns might be lost to him. Mutual com- 
petitors are continually trying to attach 
this partnership responsibility to the mem- 
bers of a mutual corporation, when it is 
plain that a partnership relation cannot 
be attached to a legal entity, which the 
mutual corporation certainly is. The 
statutes of all of the states define what a 
corporation is and what is a mutual insur- 
ance corporation. 

4. Partnership can be created by a 
mere agreement of the parties. The cor- 
poration requires, over and above the con- 
tract of the incorporators, the consent and 
the sanction of the state. And in every 
case a mutual company that is organized 
must be organized under the insurance and 
the general corporation laws of the state. 
Tt can he formed onlv with the sanction 
of the state and the character of the or- 
ganization is that which that statute de- 
clares it to be. 

The United States Sunreme Court held 
to this effect when it said: 

“A corporation can onlv be created bv 
or under legislative enactment. Similar- 
ly, a corporation can be lawfully dis- 


| 
| 
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solved only by or with the consent of 

the state, whereas partners may dissolve 

at any time.” 

5. A partnership may do anything | 
agreement among the parties which is not 


unlawful. A corporation, on the other 
hand, cannot exercise any powers save 
those expressly conferred upon it, or to 
be reasonably implied from those con- 
ferred, and its powers cannot be enlarged 
without the consent of the state. 

6. A corporation is regarded as a legal 
entity distinct and separate from the mem- 
bers which compose it. This is the fun 
damental and basic difference between the 
legal conception of the private corporation 
and a partnership. In that connection a 
corporation owns all the property—the 
tegal title of all property. All assets are 
not in the names of the members or stock- 
holders who compose it, but in the names 
of the corporation as a distinct entity, a 
juristic person, if you please, “invisible. 
intangible” it is true, but to all intents and 
purposes, so far as the limitations of the 
act creating it goes, it acts with all of the 


powers and the ability of a living in- 
dividual. 
The courts have uniformly held that. 


You do not find anything to the contrary 
invwhere 

Now, then, if it be true that a cor- 
poration exists only by the sanction 
of a sovereign authority, then vou 
must look to the statute for such lim 
itations as there may be upon the 
powers conferred upon that unit or 
legal entity. If it were true, as Mr. 
Garnett claims and as these other 
anti-mutual authors claim, that the 
limitation of assessment _ liability 
exists only as between the members 
of the corporation and the corpora- 
tion itself, but does not exist with 
respect to the obligations of the third 
party, certainly it is reasonable to 
say that the statute would so declare. 
If the statute so decreed, certainly it 
would be no trouble at all for anyone 
writing a two page newspaper article 
on the subject of mutual assessment 
liability, as did Mr. Garnett, to cite 


or to quote from such statutes. 
ee @°e 
A very bald attempt at deception 
on this point is contained in 
the before-mentioned Committee’s 
pamphlet entitled “A Short Study of 
Mutual Fire Insurance” which starts 
out with the question: 

“When a person enters a mutual fire in- 
surance, is he liable for more than his own 
proportion or share of its debts ?” 

And the answer given is— 

As fast as the question is reaching the 
courts of last resort in the United States, 
thev are deciding that he is.” 


“ 


‘And then reference is made to a 
statement in the case of Krugh v. 
Lycoming Fire Insurance Company, 
Vol. 77 Pa. State Rep. p. 15—“The 
Court decided that members are li- 
able as partners.”” Also it is said 
that the Court in the case of Shu- 
brick v. Fischer, 2 Dessauss Faq. 
(S.C.) page 148 follows the same 
doctrine. And further— 
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“Many other cases in many states were 
decided the same way. It is needless to 
say that each partner is liable for the en- 
tire indebtedness of the firm, for this rule 
is too well known.” 

Just notice how deceivingly clever 
that is—“It is needless to say that 
each partner is liable for the entire 
indebtedness of the firm’—That is 
a well known rule of partnership law 
and everybody knows it, but it is 
fitted into this discussion in such a 
manner as to imply that the cases 
cited hold that mutual policyholders 
are liable as partners. And remem- 
ber, too, it was said that as fast as 
the cases are reaching the courts, the 
courts are deciding that this partner- 
ship liability exists. Well, the writer 
of the pamphlet is a long way behind 
modern times, since in the first case, 
the decision was handed down in 
1874, and in the second, in 1802. 
There are other cases cited to the 
same effect, the third being in 1872 
decision, the fourth 1858, the fifth 
1862, the sixth 1862 and the seventh 
in 1900. 

Peering into these decisions we 
find that Krugh v. Lycoming Fire 
Insurance Company was decided not 
by the Supreme Court of the State, 
but by the Court of Common Pleas. 
Moreover, the case is not in point, 
but there are Supreme Court cases 
in Pennsylvania which hold for the 
mutuals on exactly the point at issue. 
However, let that go for the moment 
and give attention to the facts in the 
Krugh case. The defendant was in- 
sured in the company, paying for his 
insurance not cash as is done at the 
present day, but by turning over to 
the directors a premium note for 
$234.00. In other words, the premium 
totalled $234.00. This was to be the 
entire cost of his insurance provided 
that much was needed. As _ losses 
occurred, the directors had authority 
to call upon the premium notes for 
pavment as required. In no event 
could they call for more than $234.00 
Subsequently a call was issued for 
124%.% payment on the note—not 
100%—not 125%, nor 200 or 500 
per cent as it is claimed, but for 
12\%.%. Therefore, so far as actual 
cash is concerned, the policyholder 
paid nothing for his protection up to 
the time of the 12'%4% call. He re- 
fused to pay even this much; where- 
upon the company very properly se- 
cured a judgment. 

It is plain that this case does not 
support the proposition laid down 
in the question and answer, for the 
assessment on the note was for con- 
siderably less than its face. There 
was no suggestion whatever of any 
further, or greater, liability. 

The Court did say, as a side re- 
mark (and this is picked up quite 


frequently) that “the members of 
the company were associated in a 
manner partaking of the nature of 
limited or special partners.” The 
analogy is significant, since a limited 
or special partner is one who is liable 
only to a fixed and agreed amount. 

Text writers define limited part- 
nerships in the following language : 

“A limited partnership is a partnership 
consisting of one or more general partners 
who conduct the business and are respon- 
sible for its debts without limit, and one 
or more special partners who take no ac- 
tive part in the business but merely con- 
tribute a sum of money to it, and are not 
personally liable for its debts.” 

This type of business organization 
is not common to this country. Where 
it is to be found is usually in con- 
nection with the mercantile business. 
It is in use more generally in Canada 
and in England. 

This particular pamphlet goes 
along in this way citing court deci- 
sions in support of hypothetical ques 
tions and answers. When these de- 
cisions are studied, it is found that 
not one of the cases cited supports 
the hypothetical question, or, answer 
which it is cited as supporting—not 
one. 

e@e @ 


N‘ )W, we do not have to go back 
to 1859 or 1882 to secure a 
judicial expression to the effect that 
the limit of liability as established by 
the policy in a mutual company is the 
absolute limit. Just recently in the 
case of Attorney General vs. Rural 
Valley Mutual Fire Insurance Com- 
pany in the Court of Common Pleas 
of Dauphin County, Penna., the court 
had this to say: 


“The position of the liquidator and the 
banks who have loaned money to this in- 
surance company, is that Rural Valley is 
governed by the insurance company law of 
the 17th day of May, 1921” and so on and 
so on, “and especially Sections 808 to 809 
thereof, and as these nonassessable policies 
were issued in violation of those sections 
they were illegal and hence the holders can 
be assessed, contrary to their contract. 
This overlooks Section 103 of the Act 
which provides that nothine could be con 
strued as interfering with anv domestic 
mutual fire insurance company heretofore 
organized under any general or special 
law of this Commonwealth.” And further 
the court continued : 


“Tt was authorized to insure on the mu 
tual principle against fire. The liquidator 
and the bank fall into error in concluding 
that to ‘insure on the mutual principle 
against fire’ means onlv to insure on the 
assessable principle; that a nonassessable 
policy is not a mutual policv (unless ex- 
pressly stated so bv the legislature) but is 
a ‘stock policv.’ This erroneous idea was 
prevalent in Pennsylvania many years ago. 
but until the instant case. it has never been 
asserted since at least 1894 by anyone con- 
versant with the mutual insurance law of 
Pennsvlvania.” 


The Court also quotes the case of 
Given v. Rettew in which it was held: 
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“The contract is nonassessable and the 
insured has already discharged every ob- 
ligation which it lays upon him under such 
circumstances, not even an innocent third 
party can call on him to do anything 
more. 

There you have very clearly the 
law not only in Pennsylvania but as 
it has existed generally for a long 
time. 

It has been charged that in the case 
of the Integrity Mutual Casualty 
Company the nonassessable feature 
of the contracts issued by that com- 
pany did not hold up. The question 
was passed upon by Federal Judge 
Wilkinson, who decided that no 
assessments could be levied. He said: 

“It is, therefore, ordered, adjudged and 
decreed that the said receiver shall make 
no levy for an additional contingent pre- 
mium against members or policyholders of 
said Integrity Mutual Casualty Company 
on account of any insurance policy desig- 
nated as ‘nonassessable policies’, and which 
are by the terms thereof without an addi- 
tional contingent premium liability, that 
said receiver be and he is hereby instructed 
and directed accordingly.” 

ee @ ® 

AVING thus established that 

the mutual nonassessable policy 
has been, is, and will be legal, we 
turn briefly to another objection 
which is often voiced by competition 
but, so far as we have ever heard, not 
by mutual policyholders. When the 
stock insurance agent is finally driven 
into a corner, he generally admits 
that mutuals may issue nonassessable 
policies but then suddenly becomes 
very solicitous about the possible 
violation of the real spirit of mutual 
insurance under such an arrange- 
ment because he says: ‘The assess- 
ment liability feature serves in the 
place of capital stock and therefore 
the company that eliminates it is to 
be compared with a house without a 
foundation.” The stock people should 
know that the mutuals are not in 
need of, or asking for, any sympathy 
or gratuitous advice from their com- 
petitors. The general writing mutuals 
entered in California (since we are 
talking about a California situation) 
show a surplus which is right on a 
par with both the capital stock plus 
the surplus of the leading stock 
companies entered in the same state. 
Since a stock company is considered 
on the way to insolvency if more 
than a certain small percentage of its 
capital is impaired, it would seem 
that capital is nothing to boast about ; 
but the mutual surplus alone has 
shown itself strong enough to bear 
up under catastrophes, depressions, 
and other exigencies that have hap- 
pened in American history for the 
last 180 years. 

If an illustration be asked from the 
casualty field, here is a direct com- 
parison of two outstanding com- 
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panies, one a stock company and one 
a mutual. 

Company No. 1, a stock casualty 
company, writing workmen’s com- 
pensation, automobile and other lines 
of casualty insurance, had a capital 
stock of $2,500,000.00—and this is 
from Best’s reports; it had a surplus 
of $1,222,058.78 or a total capital 
stock and surplus of $3,419,000.13. 

Company No. 2, a mutual casualty 
company, writing the same kinds of 
insurance, has no capital stock but 
has a surplus of $3,895,358.46. Now, 
compare that with the $3,419,060.00 
capital stock and surplus of the stock 
company. 

The two companies have prac- 
tically the same premium, Company 
No. 1 having $18,708,000.CO and 
Company No. 2, the mutual, $18,- 
255,000.00. The assets of the two 
are substantially the same, No. 1 hav- 
ing $22,826,000.00 and Company No. 
2, $22,693,000.00. 

During the period studied the stock 
company showed an_ underwriting 
loss on all business of $2,511,604.00. 
The mutual company, an underwrit- 
ing profit of $18,071,276.00. In spite 
of this showing it is argued by the 
stock company partisans that it is 
unsafe for the mutual to issue a non- 
assessable policy because it has no 
capital stock. This claim is all the 
more laughable when it is appre- 
ciated that in the case of the stock 
company used in the above illustra- 
tion, only $250,000.00 of the $2,500, 
000.00 was capital stock; and only 
$52,000.00 of the $1,222,000.00 of 
surplus was actually paid in by the 
stockholders. The remainder of the 
capital stock was in the nature of 
stock dividends, and the remainder 
of the surplus resulted from the op- 
eration of the company. The major 
portion of the capital stock and sur- 
plus resulted from the premiums paid 
by the policyholders and not from 
contributions by stockholders. The 
third party interest contributed but 
$302,000.00 of the $3,400,000.00 cap- 
ital and surplus structure. 

In spite of the fact that the mu- 
tual company had more in dollars 
with which to pay losses and ex- 
penses, had an underwriting record 
ten times as good as the stock com- 
pany, had paid dividends to policy- 
holders ever since organization of 
not less than 20%, had never levied 
an assessment, it is contended that 
it was to be compared to a house 
without a foundation, if it issues a 
nonassessable policy. Why?  Be- 
cause it had no capital stock. 

What magic is there in the applica- 
tion of the term capital stock to a 
few hundred thousand dollars that 
gives the company that possesses it 
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that much more vigor as a loss pay- 
ing unit? It is just a silly and absurd 
claim, don’t you think? 
eee 
HE majority of the successful 
mutual companies of today have 
grown from small beginnings. Their 
enviable position is due to their hav- 
ing been managed soundly and con- 
servatively. They have grown year 
after year and have paid their way 
out of the income of each year and, 
at the same time, built up the neces- 
sary reserves and surplus. Contrib- 
uted capital adds nothing to the 
strength of an insurance organiza- 
tion, especially if underwriting abil- 
ity and careful conservative man- 
agement are lacking. 

These mutual companies, whether 
writing on the assessment liability 
or nonassessable basis, have an un- 
broken record of many years’ expe- 
rience without the remotest sugges- 
tion of it ever having been necessary 
for them to call upon their policy- 
holders for additional contributions. 
They have paid dividends every year 
and are in a financial position second 
to none. 

Take the companies in the Federa- 
tion of Mutual ire Insurance Com- 
panies, for example. ligures com- 
piled in 1935 show that they average 
fifty-two years of age. They have 
paid to their policyholders $256,148,- 
000.00 in dividends. A large part 
of this has been paid by companies 
which are now on the nonassessable 
basis. A number of the companies 
which have recently gone on_ this 
basis are very old institutions. They 
certainly have had the experience 
which justifies the move which they 
have made. Their own record jus- 
tifies them in this. Their right to-do 
sO was supported by statute, by court 
decisions, and by unnumerable rul- 
ings and opinions. 

If the nonassessable policies are 
not what they purport to be, then it 
must be charged that each insurance 
commissioner, tlrat each attorney 
general’s office, and that each state 
legislature is participating in a fraud 
upon the people of the various states 
in permitting companies to issue con- 
tracts in their states which do not 
represent what plain language indi- 
cates that they are. The officials must 
either be charged with gross negli- 
gence or wilful participation in a 
fraud. Such a_ suggestion is, of 
course, ridiculous. The charge that 
mutuals cannot limit assessment li- 
ability or issue nonassessable policies 
falls of its own weight. 


e® ee 
ANCIFULLY glancing over our 
shoulder, we see no sign of the 
W. U. editor having followed us 
(Continued on Page 27) 
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Pioneer Company 


(Continued from Page 20) 

“Although it seems unjust, the Board 
has decided that a fire risk is a fire risk 
and we can make no reduction.” 

To which Mr. Allen replied, 

“Gentlemen, the day will come when 
you will regret what you admit to be 
unjust action on your part. Good day!” 

Out of this incident grew the be- 
ginnings of the Factory Mutuals. 

In the book there are many 
glimpses of the personality of Mr. 
Allen and of his vigorous successor, 
John Ripley Freeman, father of 
Hovey T. Freeman, who heads the 
Manufacturers Mutual Fire today. 
While dwelling more largely on the 
part that mutual insurance has play- 
ed in insurance history in the United 
States, this publication cannot but be 
of interest to every student of insur- 
ance because of its accurate reporting 
of outstanding events in the long- 
time trend to give the policyholder 
better service. 

eee 


Fire Loss Rises in February 


THE FEBRUARY FIRE LOSS, AS RE- 
PORTED BY THE NATIONAL BOARD OF 
Fire Underwriters, was $30,909,- 


896.00, which is the largest total 
for a single month in twenty-three 
months. The February total in 1935 
was $25,081,625.00, so there was an 
increase of $5,828,271.00, or 23% 
in 1936. The loss for the first two 
months of 1936 totalled slightly more 
than $58,000,000 as compared with 
$48,000,000 for the same period of 
1935. 
e® ee 


New U. & O. Form Avail- 
able in New England 


THE STOCK FIRE COMPANY UNDER- 
WRITERS HAVE AUTHORIZED AN 
agreed amount use and occupancy 
form for use in the New England 
states. If the reaction of insurance 
buyers is favorable it is probable that 
the new form will be extended into 
other territories. The new method 
of handling use and occupancy con- 
sists of attaching a rider to the co- 
insurance use and occupancy form 
covering non-manufacturing _ risks. 
It provides for a fixed amount of in- 
surance to be carried as agreed upon 
in advance by the insured and the in- 
surer, which gives a definite basis for 
the adjustment of loss. The insured 
fills out a work sheet, which he signs, 
giving a summary of his receipts and 
expenses for the past year and an es- 
timate of what he expects to do dur- 
ing the year his policy is to be in 
effect. 

The rider is designed to do away 


JOURNAL OF AMERICAN INSURANCE 


with the discrepancy in the coverage 
item of the use and occupancy policy 
in the coinsurance clause. This point 
was subject to attack in a recent case 
in which the contention of the in- 
sured that the coinsurance clause 
should not apply was upheld. 

The initial date for filing of an- 
nual U. & O. values is to be arranged 
to suit the reasonable needs of the in- 
sured with reference to the end of 
his fiscal year. 


Who’s Who Among 
Mutual Veterans? 


WHEN MENTION WAS MADE, IN 
THE JANUARY ISSUE, OF THE HOLD- 
ing of a record of “forty-three years 
on the same job with the same mutual 
company” by W. A. Rutledge, Secre- 
tary of the Farmers Mutual Hail 
Association of lowa, it was rather ex- 
pected that others in the mutual field 
would challenge that veteran as to 
length of service. 

Friends of J. T. Sharp, President 
and General Manager of the Mill 
Owners Mutual Fire Insurance Com- 
pany of Iowa, have called to our at- 
tention that Mr. Sharp celebrated his 
fiftieth anniversary of his connection 
with that company in February, 
1933, thus antedating Mr. Rutledge’s 
beginnings in mutual affairs by some 
ten years. 

True, the latter wins on the “one 
job” count but his competitor’s spon- 
sors claim that circumstance is only a 
technicality. From the outsiders’ 
standpoint, the main thing is that mu- 
tual insurance is to be congratulated 
that two such excellent men have 
given so many fruitful years to its 
service. And may the editor inquire 
whether there are other mutual ex- 
ecutives who approach the half cen- 
tury mark of connection with com- 
panies. 

eee 


Competition By Vaccination 
(Continued from Page 6) 
process is undoubtedly well scram- 
bled, but so is the vaccination sug- 

gestion in the first place. 

Strangely enough the remainder of 
the Insurance Field editorial referred 
to is filled with a good deal of com- 
mon sense and it is with pleasure 
that we quote it entire as follows: 


Ne the years, and par- 
ticularly in recent months, much has 
been said on the question of mutual com- 
petition. Expressions have run the gamut 
of human reasonings, from greed through 
self-interest to subtle criticism and dis- 
passionate comment. Most of the material 


has carried an undertone of outright con- 
demnation, which is the happy privilege oi 
Americans, but unless the speaker’s con- 
clusions are based on sincere convictions 
they serve the cause of stock insurance 
better if left unsaid. On the other hand, 
if they are the sober judgments of expe- 
rience, they cannot be repeated too often. 


“Trite, to be certain, but true is the ven- 
erable observation that competition is the 
life of trade, and it is obviously as true 
that when any firm or system sweeps 
business clean of all competition it be- 
comes subject to an adverse reaction that 
rears its head to shout charges of 
monopoly. 


“Mutual competition has become an es- 
tablished institution, a reality that those 
in the capital stock fire insurance business 
must regard as a challenge and not as a 
scourge. More than that it is an active 
condition that the individual in the capital 
stock insurance business must look upon 
as an individual problem—one that he 
must cope with personally. 


“There are those on the stock side of 
the fence who are always in search of a 
cure-all that will completely solve the 
problem of mutual competition. They 
evolve impractical and fanciful schemes 
to accomplish their end. The net result 
of their mental activities and misdirected 
energy is exactly nothing in most cases. 


“Of course organizations and groups 
can aid in the fight, and they are doing 
so admirably, but the problem of mutual 
competition is one that comes home to the 
individual agent and field man. Whatever 
else associations and groups can do, they 
can’t go out or the tiring line and take 
business away from the mutuals, nor can 
they prevent the loss of lines. 


rT} pos for insurance naturally 

are susceptible to mutual arguments. 
It is up to the agent and the field man to 
vaccinate them against those arguments. 
The pro-stock vaccine is the surest cure 
and preventive if applied efficiently. But 
in the last analysis insurance buyers must 
be isolated one by one and vaccinated— 
mass vaccinations are impossible. 


“If the battle against mutual competi- 
tion—and it is a spirited one—is to be 
waged successfully, agents must first de- 
cide which system of insurance they want 
to represent. They must form convictions, 
based on a thorough knowledge of the 
two systems, that will stand up in combat. 
Then, having chosen, they must roll up 
their sleeves and go to it. 


“No cure-all for mutual competition 
will ever be evolved. That can be ad- 
mitted without compromising the question. 
The agent who sits in his office waiting for 
some scheme to eliminate such competi- 
tion and to bring business to him is wait- 
in vain. Such agents are operating on the 
erroneous theory that all available bus- 
iness is already written by either the stocks 
or the mutuals, 


“The agent who recognizes himself as 
a unit in the first line of offense—as one 
who actually sells specific lines—is on the 
right track. And the honest to goodness 
work he does, with his sleeves rolled up, 
will let him win his individual battle 
against the mutuals and will bring him 
much virgin business that neither system 
heretofore had.” 















ee 








‘on- 
e oi 
‘on- 
ions 
ance 
and, 
cpe 
‘ten. 
yen- 
the 
true 
eeps 


that 


ol 


| es- 
hose 
ness 
as a 
“tive 
pital 
Apon 
- he 


e of 
of a 


They 
2mes 
esult 
2cted 


oups 
loing 
itual 
)» the 
fever 
they 
take 
* Can 


rally 
ents. 
an to 
ents. 
cure 

But 
must 
ted— 


ipeti- 
o be 
t de- 
want 
tions, 
f the 
mbat. 
ll up 


tition 
e ad- 
Stion. 
g for 
npeti- 
wait- 
mn the 

bus- 
stocks 


lf as 
s one 
m the 
diness 
d up, 
battle 


r him 


ystem 





4 
fe 
. 
x 
& 


aNd iat baka 


sitet zicn 





ie ae 


Standard Auto Policy 


(Continued from Page 15) 


In the foregoing resumé of the 
basic policy and the combination pol- 
icy, only points of major interest and 
importance have been mentioned. 
Readers who are interested in auto- 
mobile policy coverage are urgently 
requested to make a detailed com- 
parison of the mutual standard pol- 
icies with other automobile policies. 
Only by such a comparison can one 
fully realize the improvements which 
have been made. 


\While the comparison of the mu- 
tual basic policy with the standard 
basic policy demonstrates graphically 
improvements in the nature of lib- 
eralization and simplified statement, 
a comparison of the mutual standard 
combination policy with the standard 
combination policy demonstrates even 
more graphically the simplification of 
the contract as a whole. 


The Texas combination policy in- 
corporates almost verbatim a great 
many of the provisions of the na- 
tional standard liability policy and, 
for that reason, is a more satisfactory 
policy than the standard combination 
policy. However, if the mutual com- 
bination policy be compared with the 
Texas combination policy the fol- 
lowing differences will be apparent: 


1. The mutual combination policy con- 
tains 20 conditions. The Texas policy con- 
tains 29 conditions. 

2. The Texas policy contains 
imately 1350 words more than 
in the mutual combination policy. 
the reader to visualize the words 
which have been eliminated from the 
standard combination policy, a note call- 
ing the reader’s attention to this paragraph 
has been inserted in the body of this ar- 
ticle. All of this article which precedes 
that note contains approximately the num 
ber of words which have been eliminated 
from the standard combination policy 
through the mutual standardization work. 


approx- 
are used 
To en- 
able 


Bunk of Month 


(Continued from Page 25) 


beyond the first paragraph of this 
(dissertation on the facts about the 
nonassessable policy. But we sus- 
pect that if this should come to the 
attention of Assistant District Attor- 
ney Gillen, he will be interested in 
reading it through. For we have met 
some of the men from the D. A.’s 
office in San Francisco and they are 
good fellows and amenable to reason. 
hut so far as the W. U. is concerned, 
we think that on its face it never 
will be accepted as an authority on 
the truth about mutual insurance. 
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Firebug Catcher 
(Continued from Page 19) 


themselves as porters and waiters, 
and started watching the guests as 
they came and went. Brophy sus- 
pected a pyromaniac was loose in the 
hotel, because all the fires had started 
in vacant rooms or hall closets, where 
fires would not be likely to start by 
accident. iis 

Brophy finally began to concen- 
trate his attention on the house de- 
tective, and discovered that every 
now and then the man was going to 
his room in the hotel and taking a 
swig from a bottle of rye. Brophy 
thought there was something incon- 
sistent about a man who pretended 
to be so interested in catching the 
pyromaniac and at the same time was 
getting royally drunk. The house 
detective was questioned and finally 
accused of setting the fires himself. 
He began to weep and readily con- 


fessed. * * 
ee @ 


ROPHY is always gentle wit!: 

pyromaniacs. While he does not 
subscribe to all the theories of the 
psychiatrists, he believes that pyro 
maniacs should be sent to asylums 
rather than prisons, and usually 
makes this recommendation to judge 
and jury when the time comes. He 
talks to pyromaniacs kindly, pretends 
to admire their cunning, and leads 
them painlessly into detailed confes- 
sions of all the fires they have set off. 
very now and then the confessions 
of a pyromaniac seem to dovetail 
nicely with the theories of the psy- 
chiatrists. .\ young man who was 
an evening student at the Morris 
High School in the Bronx admitted, 
when he was caught last May, that he 
had set fire to twenty dwellings in 
Brooklyn and five in Manhattan. 


Safety Work Conference 
Held In New York 


\FETY work received a great 

impetus (says the Weekly Un- 
derwriter) when accident prevention 
experts staged the Seventh Annual 
Greater New York Safety Confer- 
ence at the Hotel Astor in New York 
City. The program was both in- 
formative and comprehensive; the 
stimulating messages from the var- 
ious speakers will unquestionably 
play a potent part in the further re- 
duction of highway and plant acci- 
dents. This event was conducted 


under the auspices of the Metropoli- 


March, 1936—27 





tan Chapter of the American Society 
Safety Engineers and the engineering 
section of the National Safety Coun- 
cil with which many organizations, 
including insurance companies, co- 
operated. Among the exhibits that 
attracted unusual attention were those 
of the Metropolitan Life, Aetna Life 
and Liberty Mutual. 


The topics for the various section- 
al meetings were: Safety marches 
on, occupational disease; hospitals, 
construction ; marine hazards forum; 
recreation; organizing a community 
street safety program: commercial 
vehicle No. 1; traffic engineers’ din- 
ner; marketing petroleum; modern- 
izing police methods; “after the 
whistle blows”; small plant No. 1; 
handling materials ; occupational dis- 
ease forum No. 1 ; commercial vehicle 
No. 2; handling traffic violations: 
aeronautical; safety training; occu- 
pational disease forum No. 2; hotels 
and restaurants; home safety; small 


plant No. 2; accident prevention 
equipment; mercantile; public em- 
ployes; the car —the driver; train- 


ing drivers in the high schools; in- 
dustrial health: child education ; the 
highway—the pedestrian; first aid: 
building operation and maintenance, 
and safety exchange. 


No, THanks.—Traveler—“Can I 
anything to eat in this dump?” 
Waiter 


Traveler 


get 


“Yas, sah, you kin.” 
“Such as what?” 
Waiter—“Such as it. is, 

finder. 


sah.”—Path- 


3ACK-SEAT Drivers. — Judge “Who 
was driving when you hit that car?” 

Marine (triumphantly, about three 
sheets in the wind)—“None of us, judge; 
we was all sitting in the back seat.” 
U.LS.S. Pennsylvania Keystone. 


Tue Bricutr Sipe.—“Waiter, these are 
very small oysters.” 
“Yes, sir.” 


“And 


fresh.” 


they don't appear to be very 


“Then it’s lucky they’re small, ain’t it, 
sir ?”—Tit-Bits (London). 


Anp THEN SHE SAID Mrs. (sternly 
to husband arriving at 3)—‘What does 
the clock say?” 

Mr. (genially—)‘“It shay ‘tick-tock’, an’ 
the li'l doggies shay ‘bow-bow,’ an’ the 
li'l pushy-cat shay ‘meow-meow.’ ”"—By- 
stander (London). 


ee @ ®@ 
In Discust.—First Senator—‘What did 
the crowd do when you told them you 
had never paid a cent for a vote and 


never would?” 

Second Senator—‘‘Well, a half-dozen or 
so applauded, but most of them got up 
and went out.”—Pathfinder. 











N the face of all the progress being 
made by medical science to safeguard 
human life . . . the ruthless hand of reck- 
less driving continues to take its appall- 
ing toll! 


At the present rate of motor casualties 
..- one child out of every three is doomed 
to be killed or injured by auto accident! 





The highways must be made SAFER. 
The number of auto accidents must be 


REDUCED. 


And the only way this can be success- 
fully done is for every person who sits 
behind a steering wheel to do his indi- 
vidual part in driving safely. 
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SINCE 
OLD TESTAMENT TIMES 


“If fire break out, and catch in thorns, so that the 
stacks of corn, or the standing corn, or the field, be 
consumed therewith; he that kindled the fire shall 


surely make restitution.” 





This sixth verse of the twenty-second chapter of Exodus 
is one of the most primitive forms of the general 
concern felt in fire prevention. It is interesting to 
note that way back in Old Testament times, men had 


already begun to think in terms of fire loss reduction. 


Fire prevention methods have come a long way since 
then. Centuries have passed and this first primitive 
instinct prompts our continued efforts in preventing 


fires. The Federal Hardware & Implement Mutuals 


fidid<dddd44sss: 


are proud of their part in the fire prevention program, 


which has done so much to reduce preventable losses. 
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Twenty- Third Annual Statement 


SECURITY MUTUAL CASUALTY COMPANY © 


CHICAGO, ILLINOIS 


DECEMBER THIRTY-FIRST, 1935 





ASSETS 


Bonds and Stocks (New York Insurance Department Valua- 


Bonds on Deposit with Insurance Department of Illinois. . 


$8,249,206.39 
100,000.00 


Bonds on Deposit with Insurance Department of North Caro- 


Bonds on Deposit with Province of Manitoba 
Real Estate 


Accrued Interest on Investments...................... 


Cash in Banks and Offices 
Premiums not over 90 Days Due 
Reinsurance Recoverable 


25,000.00 
4,000.00 
1.00 
101,398.49 
229,603.43 
222,326.71 
499.93 


Deposit with Workmen’s Compensation Board, Province of 
Manitoba 





350.92 





$8,932,586.87 


LIABILITIES 


Net Special Reserve for all Liabilities 

Unearned Premiums 

Commissions Due on Policies Effective after October 1... . 
Reserve for Taxes and Expenses 

Pension Reserve 

Reinsurance Premiums Guarantee. .. 


$2,417,379.99 
$50,781.56 
4,512.46 
29,836.17 
153,284.84 
75,000.00 
2,351,791.85 
200,000.00 
2,850,000.00 


Voluntary Reserve 
Guaranty Fund 
Net Surplus 





$8,932.586.87 


On the basis of December 31, 1935, market quotations for all bonds and _ stocks 
owned, this company’s total admitted assets would be increased to $9,231,928.00. 


REINSURANCE UNDERWRITING MANAGERS 


EXCESS UNDERWRITERS, Inc. 


FRANK F. WINANS, President 
J. P. GIBSON, JR., Vice President and General Manager 


90 John Street New York City 








